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PREFACE 


I T was fejt by many of those .who attended year by year the 
meetings of the Liberal Siinfmcr School that there was need 
for fresh investigation of the economic and social problems 
by which the nation is now faced, and for the formulation of 
a policy to deal with them, starting from the Liberal standpoint 
and aiming at the application of Liberal ideas. With these objects 
in view, the Summer School Committee, which was fortunate in 
securing the active co-operation of ]\lr. Lloyd George, took the 
initiative in getting together the men and women who have col- 
laborated in this Inquiry. These include not only some of the 
leading members of the Liberal Party, but also business men, 
trade unionists and others, some of whom have no formal connec- 
tion with it. The material of this Rei)ort has been prepared by 
special Committees dealing with various divisions of the wide 
field which has been under investigation, while a large number of 
persons qualified by their experience to speak with authority have 
given evidence, siqiplied information, written reports on British 
or foreign conditions, and assisted with advice and counsel. 

For the final form in which the Report appears the Executive 
Committee is alone responsible. It will not be expected, when a 
Report such as this is presented, that every member of the Com- 
mittee from which it emanates will concur in every detailed recom- 
mendation Or consider himself bound by every phrase. Nor can 
our conclusions and recommendations be more than suggestions, 
offered for the consideration of the Liberal Party as a whole by 
the methods of its established procedure. I^ut on the broad 
policy and the general proposals we are unanimous, and we trust 
that the measures we suggest, as the outcome of long considera- 
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tion, may in substance meet with the acceptance of the Party, and 
through it, in due course, of the electorate. 

The problems of British industry are so many and their rami- 
fications so wide that we have been bound to set strict limits to 
the field of our investigation. We have not forgotten that »the 
temperance question and the standard of national education have 
a close bearing upon industry; that the structure of our system 
of local government touches industrial questions at many points; 
that the issue between Free Trade and Protection is of funda- 
mental importance. If we make little reference to these matters, 
it is because their problems are special, the considerations that 
arise are many, and any adequate examination of them would 
stretch too far the length of this Report. 

On all the subjects which we have included within our scope 
we have tried to offer specific recommendations. Not all of them 
relate to action by the State. Our proposals would have been 
incomplete if we had limited ourselves to those that would fall 
definitely within the political sphere as usually understood. 
Although the greater part will be found to demand legislation or 
administrative action from Parliament or the Government of the 
day, there are many which depend for their adoption upon the 
approval and the action of those who are themselves engaged 
in industry. 

The problems are urgent. The solutions cannot be easy ©r 
simple. To find the solutions and to apply them must be the 
principal object of the politics of our time. 


The Executive Committee desire to express their warm 
appreciation of the work done by the members of the special 
committees who, though taking no general responsibility for the 
recommendations of this report, provided the drafts and memo- 
randa on which it is based. 
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They are also grateful for the invaluable assistance of all 
those who gave evidence, supplied criticisms, or in other ways 
assisted m carrying out the investigation. 

The very warm thanks of the Committee are also due to 
Mr. Eagar and the members of the staff for their efficient, loyal, 
and untiring collaboration, without which this report could not 
possibly have been completed. 

Finally they wish to record their sense of the profound loss 
which not only this investigatioji but the cause of Liberalism 
generally has suffered in the ‘early death of Mr. C. F. G. 
Masterman. The members of the Committee mourn a vigorous, 
inspiring, and loyal colleague and friend. 
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INTRODUCTION 


D emocracy has been established as the ruling principle 
in the State, through tlK efforts of the Liberals of the 
past, in order that the people may have the means of 
remedying grievances, of creating the conditions that are necessary 
for their welfare, of securing that no member of the community 
shall be denied the opportunity to live a full and free life. The 
task of the Liberals of the present is to frame, and to carry, 
such measures as will bring us nearer to that goal — still so 
distant — and so enable democracy to fulfd its essential purpose. 

1. Defects of the Industrial System 

The grievances of to-day are mainly economic. No impartial 
man would contend that our industrial system has yet attained 
an adequate standard either of justice or of efficiency. In its 
progress it has reached a ])()int where it provides, it is true, a fair 
level of comfort for a large proportion of our population, but it 
still allows a mass of great poverty at the one end, at the other an 
ostentations luxurv which is bitterlv, and riMitlv, resented. For 
several years a million of our working people have been unem- 
ployed; a large additional number have been living as best they 
could on the low earnings of short time and intermittent work. 
In spite of the building of numbers of new houses, the slums 
of the great cities remain almost as they were; from over- 
crowding, and the ill-health and degradation that come from it, 
millions of the people are still powerless to escape. Yet all the 
time, individuals accumulate or inherit great fortunes, and it is 
clear in all men’s sight that, more often than not, the prizes are 
awarded capriciously, with little regard either to economic service 
or to personal desert. 

So there is discontent widespread among the people. And 
this discontent is itself a further cause of inefficiency. It some- 

6 • xvii 



BRITAIN'S INDUSTRIAL FUTURE 


times leads to restrictive practices among the workers, which in 
the long run further worsen their own conditions. _ It gives 
rise constantly to friction within the industrial system’ and not 
seldom to open and destructive conflict. Those who should be 
working together in the closest co-operation for common ends 
waste their energies on mutual quarrels. Much of the driving 
force of public-spirited men, urgently needed for the tasks of 
construction and improvement, is diverted to criticism, to antag- 
onism, sometimes to revolutionary schemes of upheaval. All 
this hinders British industry an^ lessens its success-. Efficiency 
depends upon contentment; and there can be no lasting content- 
ment where a sense of injustice prevails. 

Every motive, then, forbids a silent acceptance of things as 
they are. The call of human sympathy with those who are in 
distress, the sense of fair dealing l)etween man and man, between 
class and class, the realisation that injustice in the long run means 
inefficiency — all these prevent an acquiescence in existing con- 
ditions, forbid an attitude of mere Conservatism. 

2. Merits of the Industrial Sv.ste.m 

But to say that evils attach to the present industrial system, 
is not to say that it is without merits and should be destroyed. 
We are not driven, as the only alternatives, to the crude theories 
of the Communists, or to the sweeping, and, as we think, ill- 
considered, proposals of the .Socialists. 

Private enterprise has achieved great results. If present 
economic conditions are often bad, it is incontestable that p^st 
conditions have been very much worse. The nineteenth century 
was an age of unequalled material progress. 'Fhe average level 
of real wages to-day is four times what it was in 1800; the 
money-wage has doubled and its purchasing power has doubled 
also. There has been, and there still is, an energy and resource- 
fulness in our industry and commerce which it would be harmful 
to impair and fatal to destroy. The problem is how to cure what 
is unhealthy in the economic body without injuring the organs 
which are sound. 


3. Scope of State Action 

When it is asked how far it is the business of the State to 
attempt to set things right, we hold that the answer cannot be 
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given in a phrase or a sentence. We are not with those who say 
that, whfitever may be our present difficulties, the intervention 
of the State would only increase them. Nor do we share the 
views of the dwindling band who think that the right course is 
to hand over to the State the maximum of productive activity 
arid industrial control. We have no love for State intervention 
in itself. On the contrary, we attach the greatest importance to 
the initiative of individuals and to their opportunity to back their 
opinion against that of the majority and to prove themselves 
right. But -the methods of pro.(hiction have been subject of late 
to great changes. The theory that private competition, un- 
regulated and unaided, will work out, with certainty, to the 
greatest advantage of the community is found by experience to 
be far from the truth. The scope of useful intervention by 
the whole Society, whether by constructive action of its own 
or by regulating or assisting private action, is seen to be much 
larger than was formerly supposed. We have no intention of 
writing a treatise on political philosophy, but before going 
further we think it well to define more closely, though briefly, the 
political ideas which run through all our chapters and connect 
into a whole our various proposals. 

4. The Liber.vl Point of View 

Liberalism stands for Liberty; but it is an error to think 
that a policy of liberty must be always negative, that the 
State can help liberty only by abstaining from action, that invari- 
ably men are freest when their Government does least. With- 
draw the police from the streets of the towns, and you will, it 
is true, cease to interfere with the liberty of the criminal, but the 
law-abiding citizens will soon find that they are less free than 
before. Abolish compulsory education : the child, and perhaps 
his parent, will no longer be forced to do what they may perhaps 
not wish to do; but the adults of the next generation will be 
denied the power to read, to think, to succeed, which is essential 
to a real freedom. Repeal, to take one more example, the Shops 
Acts: short-sighted shopkeepers will be allowed to trade for 
longer hours, but other shopkeepers and the whole class of 
shop-assistants will be robbed of their proper share of the leisure 
without which life is a servitude. Often more law may mean 
more liberty. 
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But not of course always. The principle may be pushed too 
far. There is such a thing as a meddlesome, unjustified. officious 
interference, against which Ave have to be on our guard. The 
fact remains that there is much positive work that the State can 
do which is not merely consistent with liberty, but essential to it. 
The idea of the extreme individualist, that in proportion ^s 
State action expands freedom contracts, is false. 

Equall}'^ false is the idea that because State action on the 
widest scale is favoured by Socialists, those who are not Social- 
ists must oppose any and every. extension of State' action. It 
will lead, it is said, to Sociali.sm in the long run. It is a partial 
surrender to false and flimsy theories. 

True that the Socialist is inclined to welcome extensions of 
State activity for their own sakes ; he regards them all as .stages 
on the road to an ideal which he cherishes. But the fact that 
we do not share his ideal, and do not favour particular measures 
merely because they might be steps towards it, is no reason why, 
out of prejudice, we should close our eyes to whatever merits 
those measures may possess in themselves. If no one had ever 
generalised about Socialism, or used the word, or made it the 
rallying cry for a party, these measures might have been univer- 
sally welcomed. It would be folly to reject what is right because 
some would have it lead to what is wrong. 

We refuse therefore to spend time or energy over the con- 
troversy between Individualism and Socialism, which has raged 
so long and with so lavish an expenditure of breath and ink and 
temper. While the controversialists have exhausted themselves 
in struggling for theoretic.al objectives, work-a-day industry and 
political practice have moved far away from that issue; if it ever 
were a real issue, it is certainly now obsolete. To us those 
stalwarts of controversy seem to resemble the two knights in the 
story, who engaged in deadly combat in order to determine 
whether the shield which hung from a tree between them was 
gold or silver, only to discover that in fact it was gold on one 
side and silver on the other. Or perhaps it would be truer to 
say that they re.semble two armies, each equipped with obsolete 
maps, and battling fiercely for the possession of fortifications 
which h^ve long since been razed to the ground. 

In the last hundred years, in this and every other industrial 
country, the State has progressively assumed a vast range of 
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functions that closely affect industry and commerce. No one 
would now propose to repeal them. What would the conditions 
of employment in Great Britain have been if the Factory Acts 
and Mines Regulation Acts and Trade Boards Acts had never 
been passed? What would be the death-rate in our towns, and 
th^ infant mortality in particular, if the sanitary authorities had 
never been set up ? To what petty dimensions would our national 
industry be now restricted if the Limited Liability Company 
had never come into being, the offspring of wise commercial 
laws? And "what would be the extent of our merchant shipping 
without the help of the controlling hand of the Board of Trade? 

No doubt there are some who will criticise our proposals as a 
whole on the ground that they would carry fresh interventions 
too far. We would remind such critics that there has hardly 
been one of the forms of State action that we have mentioned, 
proved by experience to have been beneficent, which was not 
hotly opposed at its inception as an unwarrantable invasion of 
individual liberty. The fact does not prove, of course, that every 
new proposal is right. But it does at least suggest that it is wise 
to keep an open mind. .A.nd it would be absurd to assume that 
precisely the right limit had now been reached, that last year had 
seen the final instance of useful Government intervention, that 
next year and the years to come wdll find nothing left to do. 

Almost the whole of the modern system of regulation and 
assistance — and we have given but a few examples out of a long 
list of such measures — has been due to Liberal statesmanship; 
there is scarcely one of the reforms which has not either been 
carried or initiated by the Liberal Party. We believe that the 
I’arty will not be slow' to take up the new' duties which belong 
to a new age. 


5. The Cn.\NGiNG Economic Order 

The economic order in which the doctrine of laissec-faire 
had its origin has already in large measure passed away. The 
typical unit of production used to be the .small firm, built up 
within a generation or tw'O by its owner, and financed by his 
savings or those of his immediate connections. Very many such 
busines.scs of course .still remain. But the industrial unit which 
is now predominant is different. The ownership of businesses 
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has passed, and is passing in ever-increasing degree, into the 
hands of scattered multitudes of shareholders, who have no real 
opportunity of forming any judgment as to the problems or 
prospects of the undertakings, and no effective method 6f making 
their opinions felt were they able to form any. Management is 
in the hands of salaried persons; decisions of policy are left' to 
men who are not staking their fortunes on being right, as did 
the founder of a one-man business. One consequence of these 
changes is that the inefficient producer is no longer speedily 
eliminated. An established business is frequently too strong to 
be supplanted, although a new one may be better managed. Bank- 
ruptcy has gone out of fashion ; at the worst “ capital reorgan- 
i.sation ” has taken its place. 

And the increase in the scale of the producing unit has of 
late been very rapid. In some industries, amalgamations and 
absorptions have created businesses ten, twenty, or fifty times 
as vast, in their capital resources, in their labour force, in the 
dimensions of their trade, as any that would have been thought 
possible half a century ago. 

Whole tracts of industrial enterprise, again, have already 
passed, by common consent, out of the sphere of jmrely private 
enterprise. We shall analyse the many intermediate forms of 
management which have sprung up, almost unnoticed, between 
the business under purely private control and the business under 
direct State or municipal control. We shall draw attention to 
the remarkable proportion of British large-scale industry which 
has come, in greater or less degree, under social authority. 

A further great change, that goes far to decide the charact*er 
of the modern world, is the establishment of political democracy. 
When individualism took its rise, political rights were still con- 
fined to a comparatively narrow class, so that there was no glaring 
contrast between the industrial status of the manual worker and 
his political status, between the ecf)nomic autocracy exercised 
by the individual employer in farm or factory and the 
political oligarchy of the " privileged classes ” in the government 
of the State. Universal franchise and the democratisation of 
political parlies have changed all that. I'here is now felt to be 
something inconsistent between the industrial status of the worker 
as a factory “ hand,” subject to strict discipline and holding his 
employment on the most precarious of tenures, and his political 
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status as a free and equal citizen and a maker and unmaker of 
governments. To a certain extent this inconsistency is inherent 
in the necessities of industrial organisation. No good can come, 
as even the controllers of Soviet Russia have had to recognise, 
of blurring the distinction between those whose function is to 
cohceive and to plan and those whose function is to execute their 
plans. Nor is there anything to be gained by applying blindly 
the political devices of the public meeting and the ballot-box 
to the quite different problems of industrial life. It would, we 
think, be wrong and dishonest fcf hold out hopes to the ordinary 
man that he will ever be in a position to choose at each moment 
of the day whether he will do this thing or that, or even to take 
a direct part in the election or dismissal of those from whom he 
receives his immediate instructions. But it is not unreasonable 
to hope and to plan both that he shall take a direct part in 
framing and administering the code of discipline under which 
his daily work must be done, and also that, through the organi- 
.sations which he has built and the leaders in whom he has 
confidence, he shall come to exercise an increasing influence on 
the wider government both of the business unit and of the whole 
industry of which he forms part. 

The State here, from the nature of the case, can do little; but 
it can do something, and the nation should resolve that something 
shall be done. In the main, however, we must look, on the one 
hand, to a spread of the statesmanlike and pioneering spirit which 
has already found expression in the best practice of individual 
firms; on the other, to a growing determination on the part of 
tfle great I>abour organisations to do their share in promoting, 
and indeed enforcing, efficiency in the conduct of business enter- 
prise — to make their weight felt as powerfully in the constructive 
work of organising industry for the tasks of peace as they have 
made it felt on occasions in the conduct of industrial warfare. 

6. The Aim of an Industrial Policy 

Our conclusion, then, is not the rough-and-ready rule that, 
since so much already has been done in the direction of State 
action, the simple course is to do the rest and to nationalise every- 
thing. Individual management and the competition on which 
it is based still work reasonably well within a wide range of 
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miscellaneous industries. They are an unrivalled method for 
ensuring the decentralisation of management — that is, for secur- 
ing that power and responsibility should be exercised as near as 
possible to the act to be performed, and not through a long line 
of intermediaries. They are an excellent means for securing a 
variety of experiment, and for trying out the comparative effici- 
ency both of methods and of men. They provide, though with 
some friction and inequality, the only practicable method which 
has yet been suggested of evaluating the various goods and 
services which it is the function of industry to supply. We 
regard, therefore, the direct management of industries by Depart- 
ments of State, or agencies analogous to them, as prima facie 
undesirable and likely to remain the exception rather than the 
rule. 

Faced by these conditions in modern industry, convinced that 
our present social order denies a real liberty to a great proportion 
of the population, anxious to effect the reforms that are 
necessary without at the same time injuring the springs of such 
efficiency (and it is not small) as that order retains, we have 
framed the constructive proposals, touching the many parts of 
the one great problem, which this book contains. Financial 
and industrial reforms, international trade and national develop- 
ment, the juster distribution of w'ealth, the worker’s right to be 
a citizen, and not merelj' a subject, in the world of production — 
the measures we advocate in relation to all these things spring 
from one clear purpose. We believe with a passionate faith that 
the end of all political and economic action is not the perfecting 
or the perpetuation of this or that piece of mechanism or organisa- 
tion, but that individual men and women may haA^e life, and 
that they may have it more abundantly. 
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ARGUMENT OF BOOK i 


The Nineteenth Century in Great Britain zvas an age of com- 
mercial and industrial progress^ marked tozvards its close by a 
rising sense of social injustice amPthe grozoth of Trade Unionism, 
zvhile foreign conipciition had begun to challenge British 
supremacy. The economic consequences of the JFar were, 
broadly, shrunken markets, expanded shipping and contracted 
trade for it to carry, and reduced demands for coal, cotton, iron, 
and steel. It left Britain zvith an increased population, zvages 
at pre~zvar level {though supplemented by other benefits), re- 
duced hours of zvork, and a set-back in national saznngs. Britain 
retained her pre-zvar share of the zcorld*s trade; but as that trade 
zi^as smaller, her exports zvrrc reduced. Hence unemployinent, 
zvhich centred in the exporting industries. Some of these may 
he permanently threatened from other causes. It follozes that 
the problem of industrial rezival may require a migration of 
labour from the threatened industries and the diz'ersion to home 
dezwiopment of capital nor))udly devoted to foreign inzwztntenf. 
zvhile an international policy of political and commercial peace 
IS essential. 
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CHAPTER ] 


BEFORE AND AFTER THE WAR 

T he slnii)le explanation that attrih,utes our troubles to 
the War is obviously some part of the truth. But it is 
far from being the whole truth. Certainly it is unsound 
to suppose either that we shall drift comfortably back into the 
situation of 1913 if only we have patience, or that all would have 
been well if there had been no war. Indeed, many of the acutest 
difficulties which the War has thrust upon us were not created 
by it. They are rather the result of developments which had 
begun much earlier, but were very greatly speeded up by the 
economic upheaval of 1914-18. Moreover, the pre-war situation 
is only idealised in retrospect by those who have forgotten that 
the decade before the War was one of greater industrial strife 
than ever before, and that poverty, overcrowding, sweating, and 
many other social evils were the occasion of serious and justified 
discontent. We cannot hope to prescribe remedies until we 
have decided how far the problems we have set out to solve 
are new, how far they are due to temporary and passing causes, 
and how far they have deep-seated roots in the past. It will also 
help us if, in passing, we can note how far our difficulties are 
peculiar to Great Britain and how far they are shared with other 
countries. We propose, therefore, first to mention very briefly 
some of the main tendencies in the economic history of Britain 
during the last hundred years; secondly, to give a picture of the 
economic conditions of the country at the present time ; thirdly, 
to direct attention to the black spots and note how they affect the 
whole economic life of the community; and finally, to see what 
answer we can give to the ciuestions we have posed. 

1 . Economic Progress in the Last Century, 

The Victorian Age was for Western Europe in general, and 
for Britain in particular, an age of amazing material progress. 
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The productivity of industry grew with unprecedented rapidity; 
and a population which expanded enormously in numbers was 
enabled to enjoy a standard of living and comfort which was 
incomparably higher than had been known before. 

Sir Josiah Stamp has calculated that the average level . of 
real wages to-day is no less than four times as high as it was 
at the beginning of the nineteenth century; that is to say, the 
average wage-earner to-day can buy four times as much in goods 
— food, clothing, house-rent, etc. — as his ancestor of a hundred 
years ago. Other incomes have risen in similar proportion. 
Yet this advance has taken place in spite of the fact that the 
population has increased fivefold. 

The technical foundations of this progress were the utilisation 
of power derived from coal, the development of railways and 
steamships, and the revolutionising of one branch of manufacture 
after another by the application of engineering methods. It was 
an age of coal and iron. Its commercial foundations were laid 
by the opening up of the undeveloped quarters of the globe 
by the people and the capital of \\Tstern Europe, and the 
reliance in an altogether new degree on an international “ division 
of labour,” which enabled Britain to exchange her textiles and 
metallurgical products for the foodstuffs and raw materials of 
other lands. It was an age of emigration, foreign investment, 
and Free Trade. The social foundations of progress were 
the liberation of the energies of the middle classes, the scope 
offered to their enterprise, their talents, and their thrift, and the 
honour paid to success in business life. It was the age of Samuel 
Smiles and the self-made man, of the dominance of the bour- 
geoisie. Its political foundations were the general abstention 
of the State from attempts to control the course of industrial 
development and the reliance on the initiative and unrestricted 
competition of independent business concerns. It was the age 
of laissez-faire. 

The material success which attended the Victorian era was 
dazzling to those who first witnessed it, and particularly to those 
who enjoyed the lion’s share of its fruits. And for most of the 
period accordingly the predominant mood was an uncritical busi- 
ness ccTmplacency. ITom the repeal of the Corn Laws in 1846 to 
the London Dock Strike in 1889 Britain enjoyed a freedom from 
fundamental economic controversy such as has been by no means 
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common in the history of human society. Politicians were 
preoccupied with such questions as the reform of the Parliamen- 
tary franchise, the government of Ireland, the growth of 
nationality in Europe and Imperial Development, and, though 
puljlic spirit and reforming ardour were plentiful enough, they 
raised no challenge to the fundamental structure of society. 


2. The Growth of Discontent 

Towards the end of the century, however, a change began 
to manifest itself. The working classes, whom popular education 
had made, for the first time, articulate, became increasingly dis- 
contented with their lot. The glamour faded from the material 
progress which had seemed such an inestimable blessing to their 
fathers. They came to take this progress for granted, and to 
turn questioning eyes on the gross inequalities which progress 
had done nothing to diminish. The more prosperous society as 
a whole became, the more indefensible did it seem that the great 
mass of the people should be condemned to live lives which, even 
though they represented a real improvement on preceding genera- 
tions in elementary physical standards, Avere none the less narrow 
stunted lives, unillumined by hopes, and haunted by the constant 
terror of a plunge into extreme destitution in the event of acci- 
dent, sickness, or unemployment. 

This growing sense of the fundamental injustice of society 
was accompanied by a growth in the power of the industrial 
organisation of the working classes — the Trade Unions — and 
this led not unnaturally to a tendency to look to the Trade Unions 
to transform the structure of society. This was the more 
natural inasmuch as the rise of Trade Unionism met at first with 
the bitter hostility of employers. It took many years and many 
conflicts to induce employers to recognise Trade Unions and to 
bargain wdth them, and a longer time still to induce them to cul- 
tivate friendly relations with Trade Unions and to conceive them 
as a desirable element in the industrial structure. Having had 
thus to struggle for its existence, Trade Unionism developed a 
belligerent p.sychology which became increasingly identified with 
the growing feelings of social discontent. Accordingly *the de- 
velopment of Trade Unionism proceeded along militant lines: 
the dominant motive became that of increasing the striking 
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Strength of organised labour. With this end in view, local Trade 
Unions were absorbed in national federations and atiialgama- 
tions; and some of the most powerful of the national organisations 
sought to increase their power still further by alliances with one 
another. The notion of an es.sential community of interests 
between Capital and Labour in the prosperity of industry faded, 
until the more militant section of wage-earners came to speak 
as though Capital and Labour had no common interests at all. 
The idea of the Class War took its place, and began more and 
more to permeate Trade Union 'thought and policy. 

These tendencies were very prominent in the last decade 
before the War. It became evident that Labour unrest con- 
stituted a serious menace to the stability and progress of British 
industry. The loss and waste caused by strikes and lock-outs 
increased greatly as the scoi>e of industrial conflicts was enlarged ; 
and the spirit of antagonism not only gave rise to strikes and 
lock-outs, but in various iways impaired the efficiency of the 
normal conduct of industry. To establish better relations between 
employers and employed had become one of the paramount needs 
of British industry before the War; but though, to this end, 
various steps were taken to establish machinery of industrial 
conciliation, it cannot be said that we were approaching a satis- 
factory solution. 

3. The Chai.lenge to British Industrtai. Supremacy 

There were also signs before the War of a change in the otlier 
conditions on which our \^ictorian progress had lieen based. 
From the late seventies onwards there was a marked tendency 
tow'ards higher tariffs abroad. There was a weakening of the 
general complaisance towards free immigration, reflectecl in our 
own Aliens Act. The coming of oil indicated a challenge to the 
monopoly of coal as the source of fuel. Moreover, there were 
disquieting signs that Britain was losing ground in the relative 
efficiency of her manufacturing and business technique, and that 
in some respects we were falling behind the United States and 
Germany. There was reason to doubt whether we were not relying 
too muih on casual, rule-of-thumb competitive enterprise, and too 
little upon scientific research and deliberate organisation. How- 
ever, our world-wide commercial connections, the position of 
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London as the financial centre of the world, our overwhelming 
prepondefance in shipping, the wide extent of the British Empire 
and the advantages derived from Empire markets, and the fact 
that we were the chief suppliers of capital to overseas countries, 
stqod us in good stead. In face of the rapid opening up of distant 
countries, the increasing industrialisation in Europe and America, 
and the economic awakening of the Far East, it was impossible 
that we should retain the same high percentage of the world’s 
total international commerce that we bad held half a century 
before, and our proportion drop^d from 21.6 per cent, in 1871-5 
to 15.3 per cent, in 1913. But though the challenge to our 
supremacy Avas becoming more insistent, we were still able to 
maintain our leadership in international commerce, and the 
volume of our foreign trade continued to increase rapidly right 
up to 1913, in which extension the basic industries, coal, textiles, 
and metals, still played the major part. 

4. Consequences of the War 

The War, and the pressure of war needs, produced a great 
industrial shake-up in this and in other countries. For the time 
being, the impulse to pull together in a common cause outweighed 
the deep-rooted instinct of class antagonism, and the Trade 
Unions acquiesced more or less willingl}’’ in the suspension of 
restrictive practices and in the dilution of labour on the promise 
that pre-war conditions in these matters would he restored after 
tlie War. Great progress was made in technique and manage- 
ment in the War industries. Under Government direction, pro- 
cesses hitherto kept secret by particular firms were enforced 
throughout industry, cost accounting was taught to and imposed 
upon firms both great and small, Avliile inventive ingenuity was 
stimulated to the utmost. Non-war industries, on the other hand, 
were atrophied, their personnel drawn away for the Forces or 
for munition industries, and they were denied fresh capital. It 
was thus a period of great industrial movement. In England 
and Wales between the censuses of 1911 and 1921 the building 
trade lost 103,000 workers, agriculture 106,000, the cotton trade 
32,000, and domestic service nearly 300,000. On the oth?r hand, 
162,000 were drawn into the mines. 323,000 into the engineer- 
ing, shipbuilding, and iron and steel trades, 65,000 into the 
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chemical trades (an increase of nearly 50 per cent.), while the 
Central Government increased the number of its employees by 
233,000. Some of these movements were in accordance with 
the drift indicated by previous censuses, but subsequent informa- 
tion shows that, so far as the main munition indu.stries are ccyi- 
cerned, workers have had to be slowly and painfully squeezed 
out of these war-swollen occupations. In .short, the War caused 
a very lopsided development of the employment and economic 
activity of the nation. 

On the other hand, the fact that there was a scarcity of 
everything meant that competition was dormant and that, as 
everyone in war industries was making easy profits, waste was 
rampant. 

One further effect of the War whicli must be noted was the 
breakdown of the monetary system and the use, not only by 
this country but by all the belligerents, except the United States, 
of systems of fiat money — a change which produced an unpre- 
cedented rise in prices and in money rates of wages. 

5. The Post-War Position 

When the War ended and the short-lived post-war boom 
was over, Great Britain found herself faced not merely with 
internal dislocation, but with her pre-war international difficulties 
so gravely increased as to create a completely new situation. 
The War had produced not only in Europe but even in far- 
distant countries a condition of extreme economic isolation. Our 
customers in the Empire, the East, and elsewhere had been com- 
pelled to provide, either at home or from some alternative source, 
the goods and services which we had formerly furnished. Our 
European markets were impoverished, credit in a state of chaos, 
and transport disorganised. Considerable time was needed before 
political hatred began to die down, and in the meantime nations, 
not merely in Europe but elsewhere, which had experienced the 
artificial protection of war hesitated to open their frontiers and 
permit trade with their neighbours. It is impossible here to give 
a general picture of the economic condition of the world after 
the WaT or to detail other nations’ troubles. We may, however, 
shortly enumerate the elements in the situation which particularly 
affected Great Britain. 
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(i) The volume of the world’s commerce, which increased 
fourfold in the forty years before the War, remained for 
several years far below the level of 1913. As Great Britain 
is more dependent on foreign trade than any other nation 
in the world, this was an especially heavy blow to us. 

(ii) The shipping position had been rendered quite 
abnormal by the German submarine campaign, which com- 
pelled the Allies as well as neutral countries to extend their 
shipbuilding activities to the utmost. To-day, with the vol- 
ume of the world’s seaborne trade little more than in 1913, 
the world’s mercantile fleet is 50 per cent, larger than before 
the War, and its capacity for transporting goods even larger 
still owing to the greater carrying capacity of oil-burning 
ships of a given tonnage, the increased speed of merchant 
ships, and better port facilities which enable ships to turn 
round more quickly. It is little wonder that the freight 
market has suffered a prolonged depression, and that ship- 
yards and shipbuilding workers all over the world have been 
unemployed. 

(iii) Among the industries the normal activity of whicli 
was most disorganised by the War was the coal trade. Both 
during and immediately after the War there was the utmost 
incentive to economise in the use of coal and to find sub- 
stitutes. To-day we are faced with the fact that increased 
industrial activity as a whole does not involve anything like 
a proportionate increase in the demand for coal. 

(iv) The insufficiency of capital in the world generally, 
and in particular in those countries where economic life was 
most seriously disorganised by the War and by the chaos 
that succeeded it, has meant that the demand for the pro- 
ducts of the iron and steel and the engineering trades, which 
are largely concerned with providing capital goods, is sub- 
normal outside America, whereas the equipment of these 
industries was greatly inflated by the War. 

(v) The growth of industrialisation in the East has 
resulted in a rapidly growing output of coarse standard 
cotton goods, and has reduced the demand from H:he old- 
established centres of cotton manufacture, of which Lanca- 
shire is the chief. 
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(vi) The rise of prices, which continued until the whole- 
sale index number rose to over 300 in 1920 and was accom- 
panied by an all-round reduction in the hours of labour, 
was followed by a fall of unprecedented rapidity and extent. 
This involved a corresponding readjustment of wage-rates. 
The wide use of the cost of living index number, improvtd 
machinery of wage negotiation, and the prevention of distress 
by a wide extension of Unemployment Insurance enabled us 
to weather the severest economic storm of the last hundred 
years without a social upheaval. But the fall of money 
wages, which inevitably involved a certain amount of friction, 
did not take place as rapidly in trades “ sheltered ” from 
foreign competition as in tho.se which had to face the 
direct effects of adverse international conditions. A disj)arity 
of wages in these two groups of trades continues to the 
present day ami gives rise to many economic difficulties, 
especially for the export industries. 

(vii) These troubles of readjustment, the frustration 
of the hopes entertained at the end of the War, and the 
survival from pre-war days of the dissatisfaction with the 
existing order of things, which was dormant during but not 
removed by the War, have combined to produce — ])articu- 
larly in the coal-fiekls and the railways — a series of bitter 
industrial disputes which have repeatedly set back the process 
of industrial reconstruction. 

In view of these facts it is not surprising that ever since the 
brief boom which followed the Armistice, the great basic ex])ort- 
ing industries of Great Britain — coal, metallurgy, and textiles — 
have been in a bad way. Instead of expanding rapidly as they 
used to do, they have been now for some seven years in a more 
or less stagnant condition. Instead of leading the way in wages 
and hours and standards of livelihood, they now, for the most 
part, contrast unfavourably with other occupations. In.stead of 
being the chief providers <jf employment for a rajfidly growing 
population, they are now the chief contributors to our obstinate 
post-war unemployment. 

Thene great groups of industries stand out so prominently in 
our economic life and jilayed so preponderant n part in our 
development during the last century that they are apt to mono- 
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polise attention. It is common, accordingly, to speak of the 
post-war ‘‘ trade depression ” as though British trade and industry 
as a whole were experiencing the same misfortunes as the basic 
trades. This, however, is far from being true. There is not 
to-day, and there has not been for several years, a general trade 
depression in the sense in which economists are accustomed to 
use the term. In many directions, on the contrary, there has 
i)een remarkable expansion. New industries have sprung up, or 
have grown from small beginnings, which have provided com- 
pensation, in no small degree as regards both employment and 
the national income, for the decline in the basic trades. Mean- 
while there has been a steady expansion in a great variety of 
miscellaneous occupations, catering mainly for the home market. 
For these and other reasons our economic position as a people is 
not so unfavourable as would be concluded from considering only 
the state of the basic export trades. But before proceeding 
farther it is desirable to sum up the general economic situation, 
as far as the data permit. 
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CHAPTER II 

A SUMMARY OF THE PRESENT POSITION 
I. National Income and Production 

T he first test of the condition of the country is its annual 
production of goods and services. Various authoritative 
attempts have been made to estimate this aggregate national 
income in recent years ; for example, by tlie Colwyn Committee, 
and by Professor Bowley and Sir Josiah Stamp. The general con- 
clusion of such computations is that our national income is now 
(or was in 1924) about the same, in terms of real value, as it was 
before the War; but, as the population has increased by nearly 7 
per cent., it is appreciably lower per head. Professor Bowley and 
Sir Josiah Stamp, for example, estimate that the aggregate net 
social income was £1,988,000,000 in 1911 and £3,803,000,000 
in 1924; which, on the assumption of a rise in the price-level of 
88| per cent., gives a real national income about as large in the 
aggregate, but about 5 per cent, less per head. The ligurc of 
881- per cent. is. however, a liberal allowance for the rise in the 
general level of prices, so that the final conclusion is cautious 
and more likely to err on the side of j)essimism than on that of 
optimism. Indeed, it seems likely that, in sjiite of unemploy- 
ment, short time, etc., the real income per head of the countVy 
is only a little lower than before the War. In contrast with the 
progress of the nineteenth century, however, it must be counted 
a poor achievement that after fifteen years of startling scientific 
advance wc have scarcely maintained the real income per head 
of 1911. 

The conclusion of the last paragraph as to the national income, 
which is based on wage, tax. and other statistics, is confirmed by 
statistics which throw light on the physical volume of production. 
We select for these j)urposes two sets of figures which arc 
not ofidinarily regarded as encouraging, and arc indeed far 
from encouraging to the industries primarily concerned. We 
refer to the statistics of coal consumption and of railway traffic. 
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The coal consumed at home in the three years 1923-5 averaged 

178.000. 000 tons against 181,000,000 in the five years from 
1909 to 1913. Thus we consumed as a people in the three years 
before the coal stoppage over 98 per cent, of the consumption in 
the last five pre-war years. These figures, as we have said, are not 
encouraging to the coal industry. But when we take into 
account the immense growth in the use of oil in multifarious 
ways, and — still more important perhaps — ^the great progress 
which has been made in economical methods of coal consumption, 
the figures suggest an expansion rather than a decline in the 
aggregate volume of our industYial activity. It is worth noting 
in this connection that the consumption of coal by the United 
States was 479,000,000 tons in 1913, and increased only to 

499.000. 000 tons in 1925, though aggregate industrial activity 
must have increased by more than 50 per cent, in the interval. 

The figures of railway traffic suggest the same conclusion. 
The general merchandise (excluding livestock) carried on the 
British railways was 60.9 million tons in 1924 and 59.7 million 
tons in 1925, as again.st 67.8 million tons in 1913, a drop of 
from 10 to 12 per cent. \V'hen. however, we take account of 
the enormous strides that have been made by road transport, 
these figures arc easier to reconcile with a growth than with a 
decline of the total volume of production. 

2. Wages and Earnings 

The figures relating to the position of the manual workers 
tell a slightly better story than those for the country as a 
whole. At the date to which the post-war estimates of the 
national income refer — namely, 1924 — there had been a very 
slight increase in the numbers employed as compared with 1914. 
The Balfour Committee estimated that in that year the extra 
unemployed amounted to 800,000, while the employable popula- 
tion had increased by some 900.000. That is to say .'only 100.000 
of the increased employable population had been added to the num- 
bers at work, the rest being added to the numbers unemployed. 

With this large mass of additional unemployed seeking work, 
it might have been expected that rates of wages would be 
depressed. The provision of Unemployment Insurance, how- 
ever, has been an important factor in creating a situation in 
which the Trade Unions have been able to maintain wage-rates. 
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The conclusion of the Balfour and Colwyn Committees on this 
matter is that in 1925 real rates of wages for adults in full- 
time employment were about the same as before the War, these 
figures being based upon estimates of wage-rates by the Ministry 
of Labour, compared with the cost of living index numbers 
compiled by the same authority. Sir Josiah Stamp and Pro- 
fessor Bowley make more optimistic calculations. They explain 
the difference between their estimate and that of the Ministry of 
Labour on the ground that there is definite evidence that in some 
of the greater industries earnings have increased much more 
rapidly than piece or time rates; secondly, that there has been 
some changing over from time to piece rates which yield higher 
earnings; tliirdly, that there has been some shift of numbers in 
favour of the better-paid occupations and industries. They 
estimate that in 1924 the average man in full work earned 6o.v. 
per week as compared with 32^. in 1914, while the average earn- 
ings of all wage-earners (including women and juveniles) for a 
full working week increa.sed about 94 ])cr cent., in spite of a fall 
of about 10 per cent, in the average number of hours worked. 
Using the Ministry of Labour’s cost of living index — though 
there is reason to think that this index exaggerates the rise in tlie 
cost of living — these estimates w'ould show an increase in real 
weekly wages of 1 1 per cent, for those in full work. Annual real 
earnings, which are affected by the extent of unemployment, show 
an average rise of about 5 per cent. In other words, the wage- 
earner has come off better than the figures for average incomes 
for the nation as a whole w'ould indicate. Indeed, Sir Josiah 
Stamp and Professor Bowdey, in building up their total e-stimptc 
of the national income, reach the conclusion that wage-earners 
received as wages 44 per cent, of the national income in 1924, as 
against 43 per cent, in 1911. 

Even this figure under-estimates the position of the wage- 
earning class, which has benefited through employers’ contribu- 
tions to the Insurance I'und, and througli the great increase in 
the Government’s contribution towards various other forms of 
social expenditure of wdiich they chiefly draw the benefit — for 
example, old-age pensions and education. In this connection also 
should be mentioned the great progress in health standards, of 
whichHhe fall in infant mortality is perhaps the most significant 
illustration. 
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It is, however, notorious that improvement in the average 
position of the wage-earner does not apply to all uniformly. The 
Balfour Committee estimates that unskilled rates of wages per 
week have risen from 8o to 90 per cent., while skilled wages on the 
average have risen only from 60 to 70 per cent. Again, there is a 
grekt difference between the increase in sheltered and unsheltered 
industries. The same authority estimates that in industries 
subject to foreign competition average wages have risen from 45 
to 75 per cent., with an average of about 60 per cent., whilst in 
sheltered trades the increase has been from 80 to 120 per cent., 
with an average of about 100 per cent. In money terms, this 
means that in sheltered trades skilled workers earn 73^. and 
labourers 50.?. In unsheltered trades skilled workers earn 585'. 
and labourers 45.?. per week. 

3. Standard of Living 

We may take it, therefore, as reasonably certain that our 
aggregate real income is at least as high as it was before the War, 
though there may have been some decline in the average income 
per head. It seems equally certain that the average standard of 
living of the mass of the population has improved, though 
different sections have, of course, fared very differently. Figures 
relating to the consumption of staple commodities indicate that 
the consumption per head of commodities such as bread, meat, 
etc., is about the same as before the War, that the consumption of 
tea and sugar has risen, and that the consumption of alcohol has 
fallen (though the money spent on it has increased). There has 
al.'»o been a great increase in expenditure on amusements, etc. 
Moreover, though the accumulated shortage of house accommoda- 
tion has not yet been made good, and no impression has been 
made on the slum problem, the housing effort which is in progress 
should result before long in a definitely higher standard of 
housing accommodation. 

4. Hours .\nd Output 

In considering these facts, it is important to bear in mind 
that our productive power has not only been impaired by the great 
waste implied in an unemployment figure which has never during 
the last seven years fallen appreciably below' a million, but that 
the weekly hours of work have been siibstantially reduced. Pro- 
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fessor Bowley estimates that the reduction in hours since the 
Armistice amounts on the average to about lo per cent. The 
maintenance of the aggregate national income despite this change 
indicates a considerable increase in the output per hour per head 
of those employed, as a result of improvements in administration 
and technique and of hard work. Indeed the reduction in work- 
ing hours without a reduction in real wages represents the main 
achievement since the War of British manufacturing organisation 
and of the skill and industry of the workers, and one which must 
not be overlooked by critics of our technical efficiency. 


5. Wages at Home and Abroad 

The International Labour Office has worked out a means of 
broadly comparing real wages in various cities. Their object 
has been to show the relative purchasing power (the cost of house 
room being taken into account) of certain fairly comparable 
wage-rates in different countries. A comparison of labour costs 
in the several cities has not been attempted. The results of any 
such inquiry are necessarily rough approximations, but the follow- 
ing table, which has been compiled ironi the International Labour 
Office figures, gives a fair impression of the relative position of 
real wages in certain occupations during 1927. The following 
are the occupations upon which the data are based ; building, 
engineering, furniture trades, printing, and bookbinding. The 
wages of both skilled and unskilled labour are taken into account : 


taule I 

RELATIVE REAL WAGES IN VARIOUS CITIES— 1927 
(General Average Index number, including allowance for rent, London --- loo) 


Philadelphia • 




. 175-180 

Ottawa . 




• 150-155 

Copenhagen 




105-110 

London . 




100 

Amsterdam 




« 5”90 

Stockholm 




85-90 

Berlin 




65-70 

Paris 





Brussels 




50-55 

Prague 




50-55 

Madrid* 




50-55 

Rome 




*15-50 

Vienna 




45-50 

Lodz 



. 

45-50 


♦ Excluding allowance for rent. 
Compiled from the Ministry of Labour Gazette. 
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Real wages in Britain have for many decades been substan- 
tially abovq those of our European competitors. But the events 
of the years since the War have tended in some cases to increase 
the difference, and as methods of organisation, technical pro- 
cesses, etc., tend to become general, the maintenance of these 
standards sets a very severe task to British employers who have 
to compete with employers in France, Belgium, or Germany. 
Evidently the organisation and general ability of our employers 
and workers must be superior to those of their continental com- 
petitors if in 'such circumstances J;hey are to be able to sell at a 
profit in world-markets. Employers in the engineering industry 
in particular, whom we have consulted, emphasise the severity 
of their competitive problem in view of the disparity of wage- 
rates. The difficulties of our employers must not be overlooked 
when in certain sections of this Report we venture, in the in- 
terests of a still higher efficiency, to advance certain criticisms. 

6. National Savings 

In view of the likelihood that there has been some decline in 
the real national income jier head, the maintenance or improve- 
ment in working-class standards implies some reduction in the 
real incomes of other classes, at all events in the net incomes 
remaining after taxation has been paid. It is doubtful, however, 
whether there has been a reduction in the standards of living or 
expenditure of the middle classes, except in certain limited circles 
in which the pressure has been felt severely. It appears rather that 
the standard of living has been maintained at the expense of a 
substantial reduction in the volume of savings. The Colw3’n Com- 
mittee estimated that the total national savings were in 1924 about 
£500 millions, as against, say, £375 millions before the War. 
Allowing for the fall in the value of mone)% savings on the pre- 
war scale would have amounted in 1924 to £650 millions. Thus 
there was a decline in the real value of savings of about one- 
quarter. d’his has not entailed any reduction in the volume of 
new capital available for British industry, for we were accus- 
tomed before the War to invest nearly half our savings abroad. 
Indeed, the Colwyn Committee’s estimate suggests th.at savings 
invested at home in 1924 amounted to some £400 millions com- 
pared with £2TO millions before the War — which would have 
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been equivalent to about £300 millions at present prices. But 
the change means a big reduction in the margin available for 
foreign investment, after the capital needs of British industry 
have been first supplied. The figures of our balance of trade 
suggest that our net foreign investment has in fact been in 
recent years on a much smaller scale than it used to be before 
the War. 


But ivhile our economic condition is by no means one of un- 
relieved depression, nevertheless the state of our export trade 
and in ])articular the persistent troubles of our basic industries 
justify the most serious concern. The continued depression of 
these industries entails the unemployment, on a large scale, of 
many of our most highly skilled and highly specialised workers 
whom it is peculiarly difficult to transfer to other occupations, 
and raises acute prol)lems in a number of distressed areas ; whilst 
the diminished purchasing power of those engaged in them spreads 
throughout the country, and acts as a brake on the advance of 
all other activities. To this question we turn in the next 
chapter. 
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CHAPTER IJi 


THE EXPORT TRADE 

■ I. Changes in Foreign Trade 

S INCE tlie Armistice the volume of British exports has never 
exceeded about 8o per cent, of what it used to be before the 
War. Moreover, whereas in pre-war days our exports used 
to expand rapidly and steadily (the average rate of expansion 
between i8So and 1913 was about 3 per cent, per annum), 
they have been obstinately stagnant in the post-war period 
and show no clear signs of any big recovery in the near 
future. While the volume of our exports has declined, the volume 
of our imports has materially increased. We are now importing 
a quantity of food, drink, and tobacco more than 20 per cent, 
larger than in 1913, a year when the quantity of imports in this 
class was at the highest level of the pre-war period. 

We are also importing a larger volume of manufactured goods 
than formerly. Indeed, it is significant and disquietening 
that the only class of imports that we are importing in smaller 
quantities is raw materials. These changes are shown in Table 2. 

•The depression in exports ^ is closely related to the changes 
indicated in Chapter I, and is centred in the trades mentioned 
there. Indeed, the five industries — coal, iron and steel, cotton, 
w'ool, and machinery — account for substantially more than half 
the total exports of Great Britain. 

The figures suggest, how'ever, that the difficulties from which 
these trades are suffering are not entirely difficulties peculiar to 
them; for the compensating development of export business in 
other industries has not been very substantial — a relative decrease 
of 10 per cent, in the importance of the five trades and increase 
of 10 per cent, in other trades. This is showm in Table 3 on 
P- 23. 

^ Following an estimate of the Balfour Committee, the index for the volume 
of exports in 1925 should be 81 instead of 76, owing to improvements in quality. 
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TABLE 2 

VOLUME OF BRITISH FOREIGN TRADE— PRE-WAR AND POST-WAR 



Class I, — Food^ Drink, and Tobacco, 

Net Imports . . . lOo 125*2 123*0 

British Exports . . . 100 85*7 82*8 

Re-exports . . . 100 132*7 13^*6 


Class II. — Haw Materials and Articles Mainly Unnianufaciured 


Net Imports . . . j 

190 

900 H 

96-9 

British Exports . 

100 

89*4 j 

80 • I 

Re-exports 

100 

93-4 

92*0 

. • 

Class III. — Articles Wholly or Mainly Manufactured 

Net Imports 

100 

105*0 

117*9 

British Exports . 

100 

78*6 

79-7 

Re-exports 

100 

84*0 

77-8 


1 ' 

Total Foreign Trade 


Net Imports 

100 

109*2 

113-6 

British Exports . 

100 

8o*i 

8o'0 

Re-exports 

100 

96-9 

95-1 


The establishment of the Irish Free State slightly distorts the comparison 
here shown. In the following figures an attempt has been made to calculate 
for 1924 and 1925 and compare with 1913 the total volume of the foreign trade 
of the old United Kingdom : 


Total Foreign Trade 


Net Imports 

1 100 

106*6 

in-8 

British Exports . 

100 

76*1 

76*0 

Re-exports 

100 

88*4 

87*8 

• 


Compiled from the Report of the Committee on Industry and Trade, Survey 
of Overseas Markets, and from Board of Trade Journal. 


The figures in Table 3 represent values, not quantities. In the 
case of the cotton trade the figures for 1925 would have been 
lower if it had not been for the high price of raw cotton — whereas 
among the newer trades prices have in some cases fallen very 
greatly owing to improvements in production. But even when 
allowance is made for price changes, it is remarkable that the old 
staple trades still account for so large a percentage of the total 
of our exports. It is evident, therefore, that when we come to 
look for causes we must be prepared to deal not only with those 
relating to the special industries, but also with causes affecting 
the whole of our exports. 
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TABLE 3 

STAPLE .TRADES— THEIR PROPORTION OF TOTAL EXPORTS 



19^3 

1925 

1927 

Coal;. Coke, and Manufactured Fuel 

Iron and Steel ..... 
Cotton ...... 

Wool 

Machinery ..... 

Per ce7%t. 
10*2 

10-5 

24-1 

6*8 

6-4 

Per cent, 

7- 0 

8- 8 

25-8 

7-6 

6*3 

Per cent. 
6*9 

9-8 

21*0 

8*0 

70 

Total of Five Trades 

Other Export Trades 

, 580 

42-0 

55*5 

44-5 

52-7 

47*3 

Grand Total .... 

lOO-O 

lOO-O 

1000 


Compiled from Annual and Monthly Trade Returns. 

2. Exports and Unemployment 
The decline in the volume of exports and the consequent stag- 
nation of the industries which are mainly associated with export 
is the principal explanation of our formidable post-war unem- 
ployment. Coal, iron and steel, engineering, shipbuilding, cotton, 
and wool, are our great e.xporting industries, and the following 
table shows what a large proportion of our unemployment is 
attributable to these industries : 


TABLE 4 

GREAT BRITAIN AND NORTHERN IRELAND— 
UNEMPLOYMENT IN STAPLE INDUSTRIES 



MALES 


FEMALES 



Estimaied 
Number uf 
Insured 
Workers at 
July 1927 

U nemployed 
November 

1927 

Per 

cent. 

Estimaied 
Number of 
Insured 
Workers at 
July 1927 

Unemployed 

November 

1927 

Per 

cent. 

Coal Mining . 

1,192,190 

220,520 

i 8-5 

6,800 

1.234 

18*2 

Metal Manufacture . 

3-6,390 

61,682 

18-9 

16,910 

1,203 

7-6 

Engineering . 
Shipbuilding and 

703,120 

69,700 

9*9 

61,160 

2,204 

3 *<^ 

Ship Repairing . 

212,660 

46,659 

21-9 

3 » 37 o 

163 

4-8 

Cotton and Wool . 


33.S04 

10*8 

507.340 

53.591 

10*6 

Total of Five Groups 

2.746,310 


15 -S 

595.580 

58,485 

9-8 

Other Trades 

6,152,090 


9-3 

2,636,420 

148,062 

5-6 

GRAND TOTAL , 

8,899,000 

1.003,139 


3,232,000 

206.547 

6*4 


Compilfd from The Ministry of Labour Gazette for December 1927. 
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It will be observed that the five groups of industries here 
specified employ roughly one-third of all the insured persons in 
the country. Among their male employees the rate of 
unemployment is almost i6 per cent. In the remaining two- 
thirds of insured male employees it is only 9.3 per cent. For 
women the figures are 9.8 per cent, and 5.6 per cent, respectivfely. 
Taking the period June 1923 to April 1926, unemployment has 
averaged 34.5 per cent, in shipbuilding, 22.3 per cent, in iron 
and steel, 15 per cent, in engineering, 12.3 per cent, in cotton 
(where in addition there has been much short time), 10.7 per 
cent, in wool textiles. 

An examination of unemployment in different parts of the 
country brings out a furtlier interesting point, namely, that 
whereas the figure (for men) in the second half of 1927 was 
about 12^ per cent, in the North of England and in Scotland, 
over 22 } per cent, in Wales, and nearly 14^ per cent, in Northern 
Ireland, it was less than 8-i per cent, in the Midlands, and less 
than per cent, in London and the South of England, 
'fhi.s discrepancy in the severity of unemployment as between 
the North and the South of the country has been fairly constant 
for some years, and is particularly significant because the North 
has been predominantly the industrial area of the country ever 
since the Industrial Revolution. Figures of unemployment in 
the engineering trade illustrate the point even more closely. At 
the beginning of 1924 the unemployment figure for London and 
the South was 11.2 per cent., but in the Midlands and North 
19.6 per cent.; at the beginning of 1925 it was 7.3 per cent, in 
the South and 14.3 per cent, in the Midlands and North; at 
the beginning of 1926 it was 5.6 per cent, in the South, and 14.2 
per cent, in the Midlands and North; in January 1927 it was 6.2 
per cent, in the South, and 16.0 in the Midlands and North. 

The Chief Factory Inspector in his last two Annual Reports 
has called attention to the great industrial development in Greater 
London, in Coventry and its neighbourhood, and, more generally, 
in the district lying east of a line drawn from Portsmouth to the 
Wash. It is inaccurate, therefore, to speak of Great Britain being 
generally depressed. Our industrial difficulties are essentially the 
difficulties of a limited group of exceedingly important indu.stries 
which are largely dependent upon foreign trade and concentrated 
to an important degree in particular localities. 
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3. Comparison with other Countries 

The very elaborate documentation prepared for the World 
ICconomic Conference at Geneva and other recent estimates of 
world trade enables this to be put shortly and with certainty. 
Tlie chief points are as follows : 

(i) According to the Balfour Committee, the exports of the 
United Kingdom were, in 1913, 13 per cent, of the world’s total 
exports, and this figure rose to 14 per cent, in 1923. Mr. Flux 
puts it at approximately 12 per cent, in 1925, while the T^eague of 
.Nations gives it as 12.7 per cent, for the two years. In either 
case the percentage is not materially different to what it was 
before the War. It is doubtful, however, whether the com- 
parative figures for 1926-7, if they were available, would prove 
equally satisfactory. 

(ii) Other countries, according to the calculations of the 
League of Nations, ha^'e fared in accordance with the following 
table : 

TABLE 5 

SHARE OF VARIOUS COUNTRIES IN WORLD’S EXPORT TR.\DE 



1913- 

^924. 

1925. 


Per cent. 

Per cent. 

Per cent. 

United Kingdom ♦ . 

13-93 

1301 

12-43 

United States 

13-34 

U )-54 

16-04 

(iennany * . 

1 3 09 

5*73 

6-97 

h ranee * . . . . 

7-23 

7-98 

7*21 

India ..... 

4*21 

4*31 

4*79 

Grenada ..... 

2-35 

3-04 

4*43 

Japan ..... 

1-72 

2-68 

3*03 

Italy* 

2 ’64 

2-30 

2-.) 2 

Argentine 

2*73 

2-92 

2-65 

Belgium ♦ . . . . 

3-82 

2-37 

2-29 

Australia t • • • • 

2-04 

2-31 

2-48 

China ..... 

1 -Oo 

2-30 

2-17 

Jirazil , . . . 

1-73 

1-54 

1-05 

Switzerland .... 

1-44 

1*34 

1-31 

Sweden ..... 

II 9 

1-23 

1-22 

South Africa j . • . 

1*73 

1*37 ! 

1-40 

i^ussia * . . . , 

4*22 

0*99 

0-97 


♦ Changes in territory. In tliesc cases the 1913 figures refer to the pre-war 
customs area and the 102.4 and 1925 figures to the post-war customs area ; in other 
cases the customs area was the same both before and since the War. 


•f Including bullion and small amounts of specie. 

Exh acted front League of Nations Memorandum on Balance of Payments, etc., 
1911-25. 
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It is evident from the complete table from which these 
figures are extracted that we have lost ground in , company 
with most of the countries of Europe except France; that 
our position is good compared with Germany and Russia, 
but bad compared with the United States and the East. In the 
case of Japan, China, and Canada, the proportionate increases 
are very substantial, but they are still small trading nations com- 
pared with Great Britain and the United States. 

(iii) The proportion of our exports which goes to the Empire 
has been somewhat increased, the proportion to Europe is about 
stationary, that to foreign countries outside Europe has fallen. 
But the impression made by these figures is rather different when 
looked at from the point of view of the buyer from what it is 
when considered from the point of view of ourselves as sellers. 
Empire purchases, for example, from other countries have ex- 
panded even faster than their purchases from Great Britain, 
which are therefore a diminishing percentage of Empire trade. 
In Europe, on the other hand, our sales, though reduced, have 
maintained their position in proportion to the trade available. In 
other words, our trade with the Empire is doing well because the 
dominions and colonies are prosperous — not because we are 
proving to be successful competitors. On the contrary, America, 
Japan, and other competitors are, if anything, beating us in spite 
of the preferences we enjoy. In Europe, on the other hand, our 
low exports are partly due to impoverishment of our customers 
and partly to new tariff obstacles. So far as competition goes, we 
have not apparently been beaten, for our chief competitors in 
this field have been labouring under similar, and in some cases 
much worse, handicaps than ourselves. 

4. Exports and the Balance of Trade 

A further unsatisfactory result of our low level of exports is 
that the balance of trade is thrown out of gear, for the increased 
volume of imports, together with a diminished volume of exports, 
has made the visible trade balance much less favourable than it 
used to be. It is true that this effect has been somewhat mitigated 
by the changes in the relative prices of the goods which we 
import ^nd export respectively. Our exports have risen in price 
to an appreciably greater extent than have our imports, so that 
a given quantity of exports goes further than it used to do in 
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purchasing foodstuflfs and raw materials. None the less, after 
allowing .for this the adverse balance of trade in terms of money 
values has been swollen to very large dimensions. The trade 
figures and the balance in terms of money are as follows : 


TABLE 6 

IMPORTS, EXPORTS, AND VISIBLE TRADE BALANCE 
(In millions of £s) 


Annual 

Averages. 

1 

Net Imports of 
Merchandtse. 

Hfitish Exports of 
Merchandise. 

Excess of Imports 
of Merchandise. 

Excess of Imports 
{ Of Exports 
of Bullion and 
Specie. 

Total Visible 
Adverse Trade 
Balance. 

1900-4 

466 

289 

177 

— 4 

181 

1905-9 

522 

377 

145 

- 3 

148 

1910-13 

6n 

474 

137 

- 7 

144 

1920 

1,710 

i >334 

37 ^ 

+ 44 

332 

1921 

979 

703 

276 

-|- 1 2 

264 

1922 

899 

y2.o 

179 

+ 14 


1923 

978 

767 

2 II 

+ 16 

195 

1924 

i»t 37 

801 

336 

+ 12 

324 

1925 

1 ,107 

773 

394 

+ 10 

384 

1926 

1,116 

653 

4(>3 

— 12 

475 

1927 

1,096 

709 

387 

— 4 

391 


Compiled from the Statistical Abstract of the U.K., and Annual and Monthly 
Statements of l^ade. 


The unfavourable movement in the merchandise trade balance, 
revealed by the above tables, has not been fully compensated by 
the improvement in our non-merchandise foreign earnings (e.g. 
interest, freights, commissions, and profits abroad, etc.). On 
the contrary, our shipping trade, which is one of the most im- 
portant contributors to the non-merchandise services by which 
we square our foreign trade account, has experienced the same 
adversity as has overtaken our basic industries, and our total net 
income from shipping, though somewhat larger in money values 
than before the War, has certainly not risen proportionately to 
the general level of prices. 

Again, our income from overseas investments, the other great 
item in our non-merchandise foreign earnings, was seriously im- 
paired by the inroads which were made in these investments 
during the War in order to pay for munitions and necessary 
supplies from overseas. Accordingly, although the income from 
overseas investments is now larger in terms of money than it 
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used to be, it also represents a smaller real value than the pre-war 
figure. Moreover, a new item in the account of international 
payments lias been created by the system of inter-governmental 
debts which the War has left behind, and under this heading we 
have a debit account, having to pay more every year to the 
United States than vve obtain in reparation from Germany ‘or 
debt pawiients from h^rancc or other countries. 

The net result of all these factors is that the margin \yhich 
remains available for making fresh investments abroad is 
materially lower than it used to. be. An estimate of the inter- 
national balance sheet for recent years in comparison with the 
position in 1913 is given in Table 7 opposite. 

It show's that in the last four years our surplus for foreign in- 
vestment has been fully £100 millions per annum less, not only 
than it was before the AVar, but also than it was so lately as 
1922-3. This surplus is the true measure of the net increase of 
our ownership of capital abroad. .\s the table shows, however, it 
differs materially from the amount of money which has been 
invested in new foreign issues on the London market. .Such a 
difference may be accounted for by an equivalent import either 
of long-term or of short-term capital. It is e.xceedingly difficult 
to disentangle all the movements of long-term investments, for, 
in addition to new issues, a great number of transactions are 
constantly taking place in securities and other forms of per- 
manent investment. Sales and purchases of British securities 
by foreigners (such as those which took place during the flight 
from the mark, the franc, and other Continental currencies}, 
sales and purchases by Briti.sh owners of existing foreign securi- 
ties, and tlie repayment by sinking funds or otherwise of previous 
foreign loans — none of these items can easily be traced. If, on 
balance, the net effect of these transactions were a continuous 
return flow from overseas of formerly invested capital or of 
foreign-owned capital seeking refuge in Britain, we could use 
the proceeds to issue new foreign loans. In such circumstances 
we could continue indefinitely to float new foreign issues in 
London in excess of the surplus shown on current items of income 
and outgo, just as a private individual who owns maturing 
mortgages can make a fresh investment with the proceeds with- 
out drawing on his current income. It is, however, highly 
improbable that a large part of the difference between our true 
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TABLE 7 

THE INTERNATIONAL BALANCE SHEET 


{In millions of £s) 


<« 1 

1913- 

IQ 22 . 

1923. 

1924. 

1925. 

1926, 

I 927 .t 


I. Income Account 





Estimated Net Income from 
Overseas Investments 
Estimated Net National Ship- 

210 

' 75 * 

200* 

220 

250 

270 

270 

ping Income . 

ICstimated Receipts from 

94 

133* 

133* 

140 

124 

120 

120 

Short Interest and Com- 
missions 

25 

40* 

50* 

60 

60 

60 

60 

Estimated Recei])ts fron\ 







other Services . 

TO 

12* 

! 15* 

I 5 _ 

15 

15 

15 

Total 

339 

3(x>* 1 

398* 

435 

449 

4 f >5 

465 

Deduct Estimatul Excess oj 








Government Payments 

made Overseas 

1 

? 

23 

25 

11 



? 

Net Non-Merchandisi‘ Sur- 








plus .... 

Net Merchandise DeficiencN' 

339 

3(10* 

373* 

4T0 

438 

4 f >5 

465 

(i.e. excess of Imports of 
goods and bullion over 
i^xports) 


j 

171 

105 

324 

( 

384 

477 

39 t 

\(‘t surplus on Income ac- 








count .... 

iSi 

189 

178 

86 

54 

— 12 

74 


IT. Capital Account 


N^v T'oreign Issues of Capital 
in l.ondon 

1 

TOS 

135 

130 

134 

88 

T12 

T 39 

Bank of France repayments 
to Bank of England J 


5 ; 

5 

5 

6 

1 

7 

37 

.Assumed Increase (1 ) or 
f>ecrease ( — ) of other 
Capital Items required to 
Balance the Account 

-^7 

~r 40 

t ^ _ 1 

-r 3 / 1 

1 

Oi 


-131 

— 102 

'I'cdal of Capital Account . 

181 

189 

17S 

86 j 

54 

— 12 

74 


* Board of Trade original estimates {Board of Trade Journal, January 31, 
1924, p. 152) revised to harmonise with tlie ofticial revision of their original esti- 
mates for 1924 and 1925. 

I Non-merchandise surplus assumed to be the same as in 1926. 

I Estimates. 

Compiled from the Board of Trade Journal, January iQ2^, p. 1^2, January 
27, 1927, p. 93 : Midland Bank Review, 
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surplus and our foreign issues can be accounted for by these 
movements of long-term capital. Indeed, we are of opinion 
that during the last four years not less than £150 millions of 
our new issues must have been balanced by an increase in foreign 
short-term investments in the London market in the form of 
deposits by foreigners in British banks and of sterling bills 
carried with foreign money. This process, if carried lieyond 
a certain point, must create an uncomfortable and anxious 
situation. In any case it cannot continue indefinitely, arid we 
must ultimately confine our new overseas investments to our true 
surplus plus the funds accruing to us from the repayment of the 
principal of existing foreign loans. This total cannot be expected 
to equal the pre-war total plus the 50 per cent, increase which 
would be needed to allow for the general rise of prices. 

We argue later in this Report that certain types of foreign 
investment — e.g. to Governments, to Public Utility concerns, to 
Local Authorities — are not as economically advantageous to 
this country as investment in similar forms at home, which would 
contribute to the efficiency of the British industrial system as a 
whole. At the same time, there are other forms of foreign invest- 
ment which it is highly desirable for a trading nation like Great 
Britain to maintain. For example, investment in the produc- 
tion of important raw materials overseas has been in the past, 
and should be in the future, highly lucrative. Moreover, the 
granting of credit and the financing of big orders establishes 
commeixial connections which mean trade not merely for the 
moment, but in the future. Our present surplus on income 
account of at least £70 millions per annum should be adequa’te 
for these purposes. Nevertheless the state of our trade balance 
must be regarded with some anxiety. 

5. Staple Trades 

Before drawing conclusions from these facts, wc will deal 
with the position of certain special industries. 

(a) Coal 

Of these the most important is coal. For a number of 
reasons there is a lack of resiliency in the world’s demand for 
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coal. The League of Nations’ Report on the world’s coal trade, 
however; brings out the fact that British coal production 
was a slightly diminishing percentage of the whole before the 
coal dispute, even if we exclude America. But an explanation 
of this decrease may be found in the fact that Britain has been 
the chief provider of coal for the world’s mercantile marine, 
and it is precisely in this field that oil has made its greatest in- 
roads into the province of the coal trade. Taking a very long view, 
the world supplies of oil are small compared with its supplies of 
coal, and the latter should come, into its own again, particularly 
when means have been found for converting coal into liquid fuel. 
But in the meantime the reign of oil has partly dispossessed the 
sea-borne coal of Britain. 

This, however, is not the sole explanation. It is very difficult 
to make internatioiuil comparisons in a trade which has had such 
violent ups and clowns as the coal industry in recent years. But 
the broad fact remains that the output per man in the Ruhr 
(which produced in 1913 three-fifths of the total output of coal 
of pre-war Germany and in 1925 three-quarters of the coal out- 
put of post-war Germany) fell between 1913 and 1925 from 
284 tons per annum to 275 tons per annum, whereas the output 
per man in Britain fell between 1913 and 1925 from 260 tons 
per annum to 217 tons per annum. These figures show a much 
heavier fall in the case of Great Britain than in that of the 
Ruhr. They are to some extent the result of reduced hours of 
labour in Great Britain ; but this is only a partial explanation. 
They are no doubt to be accounted for on the one hand by the 
infermittent working of an industry which is producing below 
its normal capacity, and on the other by the small-scale and unco- 
ordinated organisation of the British mining industry, which has 
kept in being pits and, indeed, whole districts in which very poor 
mines are still being worked. We deal with the coal question 
more fully in Chapter XXV of Book 4. 

(b) Shipbuilding 

For the last seven years, during which the demand for new 
ships has been reduced to very small dimensions, British builders 
have had to compete against very severe competition, three fea- 
tures of which may be particularly mentioned. 
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The first is the granting of subsidies by foreign Governments 
to their own shipyards and preferential treatment in the placing 
of orders. 

The second is the slowness with which British shipyards have 
taken up the motor-ship as compared with Germany and Italy. 
British shipbuilders have felt that design was immature, that 
depreciation and other costs of working were unknown, apd that 
the motor-ship was at the mercy of the price of oil, whereas ships 
burning oil under steam boilers can be readily converted to coal 
if oil prices rise too high. The^ result is that while. Briti.sh ship- 
yards have built some of the largest ships in the world driven by 
Diesel engines, they have not had as much experience in building 
motor-ships as other countries. British yards, for example, in 
the quarter ended September 30, 1927, were building roughly 
three-fifths of the world’s steam tonnage, but only about two- 
fifths of the world’s motor tonnage. It is impossible for non- 
experts to say whether this is a course of wisdom or the result 
of simple conservatism on our part, but so long as the motor-ship 
is still in the ascendant as it is at present, we have given foreign 
competitors a long start which we are only slowly over- 
hauling. 

There remains the question of cost. Wages are higher in 
Britain than in competitive countries, but this has always been 
the case, and our supremacy has hitherto been based ujion the 
efficiency of the workpeople, of technicians, designers, and 
organisers of the industry. .A^n important handicap of the indus- 
try has been the restrictive policy of Trade Unions, and in this 
trade in particular the unnecessary multiplication and oWr- 
lapping of the Unions themselves. A notable step forward, 
however, has been taken in the joint conferences held in recent 
years, which have decided to abolish practices which are proved 
to be obstacles to efficiency. Britain’s percentage of the new 
world tonnage is at the moment rising, and there is no rea.soii 
why it should not reach its pre-war proportion. But we cannot 
expect the world demand to return to its old level until the surplus 
built during the War has disappeared. The scrapping process 
is taking place, but it does not look as if it will be finished for 
some years to come. The outlook for the shipbuilding industry 
is a very moderate one, but we may by now have passed the 
worst point and the situation should slowly improve. 

3 *-’ 



THE EXPORT TRADE 


(c) Iron and Steel 

The depression of our iron and steel industry and our inability 
to market abroad as large a quantity of iron and steel manu- 
factures as before the War are also partly the result of a growth 
in the iron and steel industry in foreign countries. In this case, 
however, the situation is materially different from that of coal 
or cotton. It is pre-eminently a case of lop-sided productive 
capacity in which potential supply has greatly outrun demand. 
Largely as the result of the artificial stimulus given to this 
industry by the demand lor munitions, the world’s capacity for 
production is greater than ever before, while the steady growth 
of consuinjition which marked the pre-war period has not been 
maintained. Stagnant consumption outside the U.S.A., coupled 
with an excessive cajiacity for production, is mainly responsible 
for the fact that steel prices have recently been less than 20 per 
cent, above jire-war level, whereas prices in general have been 50 
])er cent, higher. The jiroduction figures for the world are shown 
in the following table; 


TABLE 8 

W'ORLD PRODUCTION OF STEEL 


('ii'cat Britain . 
(.U'fniany . 

I'ranct* 

lU'st of Europe . 

Total Europe . 
North Aiucnca . 
J<c.st of the \V(uid 

Total World 


(In millions of metric ions) 



IQOQ-I3 

’ {pre-war 
boundaries) 

1Q13 

(post war 
boundarus) 

I 

1925. 

1926. 

1 

I 927 .^ 


6-7 

7.8 

S'3 

7-5 

3-7 

9*2 


14-5 

12-2 

9-8 

12*2 

12*3 

i()-3 


3-9 

7-0 

6-9 

7-4 

8-4 

8-2 


11-3 

1 6-4 

12-6 

14-5 

i6-3 

17*8 



43'4 

37 d:> 

41*6 

40*7 

51-5 



3--9 

39-2 

46*9 

49-9 

46*0 


•3 

•3 

20 

2*3 

2*6 

2*8 



76 6 

78-8 

90-8 

93-2 

100-3 


Provisional figurt'S. 


Compiled Jtom Lrot^nc of Nations Memorandum on the Iron and Steel Industry 
and The Economist N 


The consumptiiju of iron and steel depends in a considerable 
degree on the rate of capital investment in new industrial plant, 
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railways, ships, etc. The paucity of capital since the War is 
responsible for a diminished demand for the products of the iron 
and steel industry, except in America, and the preceding table 
shows that the demand is only now recovering. Our industry has 
been handicapped in a special degree in the last few years by 
the very heavy depression in our shipbuilding industry, which is 
the chief consumer of British iron and steel, and in 1926 by the 
prolonged coal dispute. 

The facts that we have excellent coking coal near the seaboard 
and that we are excellently placed to import the world’s best ores 
at low rates of freight are permanent influences in favour of this 
country as a steel producer. But we cannot maintain a large steel 
industry except on an export basis, for nearly half our present 
output is directly exported, while of the remainder almost a 
half is worked up in manufactures which we sell abroad. 

Our plant is not, as a whole, so up-to-date as that of Germany 
and Lorraine. Thus, General Sir Herbert Lawrence, the Chair- 
man of Vickers Ltd., recently declared (according to The Times 
of November 2, 1927) “ that it was a matter common know- 
ledge . . . that there was a very large percentage of the steel 
and engineering businesses which for one reason or another are 
ill-adapted for modern production.” Moreover, the extensions 
made during the War were not located w'ith an eye to foreign 
trade or post-w'ar competition, but w'cre designed to make the 
best use of our then existing resources. The industry, therefore, 
is in need of concentration and a better balancing of plant avail- 
able for smelting pig-iron and making steel respectively. It |;ias 
to be remembered that we have to do an export business which 
must neces.sarily be of a rather miscellaneous character and can- 
not effectively be turned out by giant plants such as those of 
Luxemburg and the United States. Such plants can only be 
effectively employed in producing a .standard product for an 
immense market. But even for miscellaneous export business, 
orders should be as concentrated as possible if the cheapest pro- 
duction is to be achieved. It is universally admitted that if our 
national advantages are to be exploited successfully, our industry 
must take measures to concentrate output in the plants best fitted 
for j)roduction. 

In the meantime, with currency fluctuations to contend 
against, the British steel indu.stry has failed to maintain its hold 
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upon foreign trade. In the following table the British export 
figures would look considerably better but for the large reduction 
in our export of pig-iron, which was an important item before 
the War, but is now reduced to small proportions ; 


TABLE 9 

IRON AND STEEL— IMPORTS AND EXPORTS 
(In millions of metric tons) 


. 

1913. 

• 

1923. 

1924. 

1925. 


Imports 




United Kingdom * . 

2*27 

1*34 

2*47 

2-76 

Germany .... 

• 3 it 

1-76 

1*29 

1-20 

FranceJ .... 

•17 

•39 

•26 

•17 

Belgiumll .... 

•89 

• 5 fi 

•57 

•54 

United States 

•26 

•59 

•51 

.78 

1 

Exports 




United Kingdom* 

5-05 i 

4‘39 I 

3-92 

3-79 

Germany .... 

6 - 3 it 

1-33 

1-56 

3-26 

France}: .... 

*63 

2*29 

2*94 

3-88 

Belgiumll .... 

1-58 

2-53 

3-31 

3-n 

United States. 

1 

2*96 

1-98 

1*74 

I-7I 


♦ 1913 including Ireland ; 1923-5 excluding Irish Free State. 

t Pre-war territory, including Luxemburg. 

I The Official Trade Statistics of France include the Saar in 1925. In the 
above table the figures for 1923 and 1924 have also been adjusted in accordance 
with available figures for the iron and steel trade of France and Germany with 
the^Saar in order to make them directly comparable with the figures for 1925. 

II 1913 Belgium alone ; 1923 and thereafter, the Belgo-Luxemburg Customs 
Union. 

Extracted ft om League of Nations Memorandum on the Ircm and Steel IndusUy, 
Geneva, ig2y, p. 66. 


This Table shows clearly the increase of British imports and 
the decline of British exjwrts of iron and steel, the gain in 
French and Belgian exports, largely at the expense of those of 
Germany, and the decline of exports from the United States. The 
value of our exports of iron and steel, however, still greatly ex- 
ceeds that of our imports, owing to our exports being chiefly 
highly manufactured goods, whereas our imports are mainly 
semi-products. 
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(d) Cotton 

Up to about 1890 Great Britain was accustomed to spin 
more than 40 per cent, of the output of American cotton. This 
predominant position was already impaired before the War, when 
our share had fallen to about 25 per cent. Since the War there 
has been a further sharp decline to about 15 per cent., ancl in 
the year just ended (1926-7) the fiejure fell to 13.48 per cent. 
Our percentage of the world's consumption of all kinds of 
cotton has followed a similar course, being 11.6 per cent, in 
1926-7 compared with 18.7 per cent, in 1912-13. As a result 
of this loss of business our equipment is greatly in excess of 
the business we are at present able to command, in spite of the 
fact that the number of spindles in Great Britain has been almost 
stationary since 1913, whereas the spindles in other countries 
have considerably increased. This may be illustrated by the 
following table, which shows that, altlinugli we consume only 
about 12 per cent, of the world’s cotton, we still own 35 per cent, 
of the world's spindles. In this table a erdumn has been added 
showing the percentage growth in the number of cotton spindles 
since 1913; 

TABLE ir) 

COTTON SPINDLES OP THE WOKI.I) 


C'ountne'i 

' Ai Aurtii^t 

At Januarv 

At Au^iu^t ; 

At January 

■ IQ27 as pe 

:>u 

31, . 

31, 1'.n ; 

31, 1927. 

• cent, of 191 


1 

f/n thou 

sands ) 

/Vr cfnt 1 

Per cent 

Per ci^ni 

Great Britain 


.‘> 7 . 54 « , 

3 ,S .8 ! 

350 

103-4 

Best of Europe 


49.105 ; 

30-9 

2.S-0 

, 105*2 

United States 

31.505 

37.374 

2 2*0 ! 

' 22*7 

Il 8 *f» 

Asia 

9,384 

' 17,827 , 

9-3 ' 

10-8 

,1 100*0 

Other Countries 

3.055 

j 5.792 

2*1 

3-5 

1 88*6 

Total 

• 1 143.449 

1 I 

j 164,616 

ii 

100*0 1 

JOOO 

ii 114*8 

ll 


Compiled from the League of Nations Memorandum on Cotton and from the 
Statistics of the Inter^iational Cotton h'ederaHon . 


The disparity between our ownership of spindles and our 
consumption of cotton is partly explained by our greater outjmt 
of the finer counts of yarn which use a less w’eight of cotton per 
spindle employed, but mainly by the fact that, w'hcreas we have 
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been working not much more than half-time, many of our com- 
petitors haye been using their machinery on double shifts. The 
greatest progress has been made in the Southern States of 
America, partly at the expense of New England, whose cotton 
industry has been faced with problems not unlike those of Man- 
chester, and in Japan, whose spindles have been worked in recent 
times 4 to 5 times as intensively as those of Lancashire. 

The result is that Lancashire has lost about one-third of her 
pre-war export trade. In the best post-war year the export of 
piece-goods has never reached two-thirds of the 1913 figure, and 
in 1926 was only 54 per cent, of what it was in 1913: 


TABLE i: 

BRITISH EXPORTS OF COTTON J’lECE GOODS 


1913 

1922 

1923 

1924 

1925 
1920 
1927 


7,075 million linear yards 
4,184 ,, square 

4 .i 4 « .. 

4444 » 

443 (> 

3.834 

4,118 ,, 


* One S(]uare yard was equivalent to *970 linear yards in 1922, to *958 linear 
yards in 1923, to -qdq linear y«irds in 1924, to *957 linear yards in 1925, 10^*977 
linear yards in 1926, and to •96() linear yards on the average of 1922-6. 


Extracted from the Annual Statement of the Trade of the United Kingdom for 
1922, ib.Jor 1926, and from Accounts relating to Trade and Navigation of the United 
Kingdom for November 1927. 


* Thus our decline has been not only relative but absolute. 
Indeed we have to go back nearly fifty years (to 1875-80) be- 
fore we find a pre-war (luinquennial period in which our exports 
were so low as during the last five years. It is particularly dis- 
couraging that in 1926 and 1927, a period of abnormally cheap 
cotton and of record world consumption, onr exports should have 
shown a further severe decline even compared with the im- 
mediately preceding years. 

The trade includes, however, one important branch in which 
we are fully holding our own, namely, the most skilled branch 
which produces the fine counts from Egyptian and similar 
cottons. Some 22,000,000 spindles out’of Lancashire's total of 
57,000,000 are satisfactorily employed on the production of fine 
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goods — which casts into deeper shadow the gloomy position of 
the remaining 35,000,000. 

When we remember that cotton textiles still account for 21.0 
per cent, of our total export trade, the seriousness of the above 
figures is obvious. It is evident that Lancashire’s present methods 
are becoming less and less capable of producing the coarser goods 
on a competitive basis with the rest of the world. How far this 
inability is due to unsound finance, how far to her failure hitherto 
to deal satisfactorily with the acute problem of surplus capacity, 
how far to the competition of labour with low standards of life, 
how far to the growth of tariffs, and how far to the ini])erfcc- 
tions of the excessively individualistic lines on which the industry 
is now organised, opinions differ. 
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CHAPTER IV 


THE NATURE OF THE PROBLEM 

T he broad conclusions which emerge from the preceding 
survey are the following: 

I, Output and Wages 

In spite of the recovery that has taken place from the 
post-war depression and of the great technical and scientific 
advances that have been made in industry here and throughout 
the world, real wages in Britain are little if any higher than 
before the War, and we have not yet succeeded in reducing the 
numbers of the unemployed to anything like the pre-war level. 
This is very far from being a satisfactory state of affairs. How 
much it falls short of the possibilities is shown by a com- 
parison with the United States where factory output per head 
was no less than 40 per cent, greater and real wages at least 
30 per cent, greater in 1925 than in 1919. Allowing for the 
shortening of hours, British manufacturing efficiency would 
seem to have increased by not more than 15 per cent, in the 
last fifteen years. Whatever the explanation of our compara- 
tively poor rate of progress and in whatever proportions respon- 
sibility should be shared between Great Britain’s leaders in 
business, in the Trade Unions and in Government respectively, the 
standard of life in this country would unquestionably be 
materially higher if the existing resources of nature and of science 
were being exploited with maximum efficiency by all concerned. 
This in itself is sufficient reason for an up-to-date and better 
considered policy towards industrial affairs. 

2. Depression in Staple Industries 

Certain industries in particular are* proving unable to pro- 
vide the established standards of life for their workers, with 
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results reflected either in low wages, in unemployment, or in 
both. Yet these industries occupy a position of exceptional im- 
portance in our national life. They are the chief contributors 
to our export trade; and their expansion in the last century was 
the basis of our national development as a foreign-trading, 
foreign-investing country. They represent a very high degree 
of specialisation of plant and skill. They are concentrated very 
largely in particular localities. For these reasons the unsatis- 
factory condition of these industries must be a matter of peculiar 
concern. It would be impossible to view their decline with the 
.same comparative equanimity with which we have been able in 
the past to view the decline of other industries against which the 
tide of fashion or economic opportunity has turned. The coach- 
building industry might go down before the advent of the motor- 
car ; the saddlery and harness trades might suffer from the same 
cause. Such changes might involve minor hardship, but they 
did not spell dislocation on a lug scale, or a change in the 
fundamental nature of our economic equilibrium. The same 
concern which found its market falling for horse-drawn vehicles 
might set itself to the production of bodies for motor-cars, or 
an increase in the output of leather trunks might compensate the 
same industry for a falling demand for saddles. But it is only 
necessary to ask to what alternative purposes a coal-mine or blast- 
furnace could be converted in order to realise that the decline of 
our basic industries would confront us with an altogether 
more formidable problem. We have only to reflect bow the 
economic life of the Clyde, the Tyne, South Wales, F.ast l..an- 
cashire, and the mining areas centres round these industries *in 
order to realise the magnitude of the social issues which are 
involved. 

To improve the condition of the basic industries, to remove 
every removable obstacle which at present hampers them, and tf) 
assist them to overcome their difficulties, must therefore be one of 
our principal objects. For this reason we place in the forefront 
an international policy calculated to promote the commercial inter- 
course of nations, and in particular a single-minded support of 
the policy outlined by the World hiconomic Conference at Geneva. 
This Report is not a suitable place for an extended treatment of 
the question of Fiscal Folicy. But we have summarised our 
views in the following chapter. It is for this reason, again, that 
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we lay great stress on reducing the burden of local rates, which 
at present fall most heavily on the distressed industries and areas 
(vide Book 5), and make many recommendations scattered 
through the Report directed to the assistance and rejuvenation of 
some of our basic industries. 

But there are two conclusions which, in our view, the extreme 
desirability of the recovery of our basic industries does not 
entitle us to draw. The first is that because this recovery would 
be so desirable it can therefore be taken for granted. The geo- 
graphical position of these islands, together with the possession 
of ample coal resources located in spots convenient for economical 
development, has been, perhaps, the most fundamental reason why 
we have been a great trading nation. In the past our freedom 
from external aggression and our political stability enabled us to 
develop these advantages and secure a long lead in the world’s 
commerce and industry. These natural conditions remain. We 
stand between the new world and the old — economically, politic- 
ally. and financially. We are at the door of Europe, which is still 
the largest market in the world, and we enjoy the trading connec- 
tions which come from being first in the field in almost every 
overseas market. These are assets which make it difficult for 
f)ther countries to displace us in world-commerce. At the same 
time, our long-established position may lead to lethargy and con- 
servatism. and in any case we have had in recent years to fight 
against hostile tariffs, fluctuating exchanges, the "effect of the 
coming of oil. and the general diffusion of industrial knowledge. 
While, therefore, we have every reason to suppose that we shall 
remain in the front rank of the world’s industrial nations, we 
cannot be sure that our staple trades will revive to their old 
dimensions. We must, therefore, be ready to meet any contin- 
gencie.s— however unpleasant— which seem' likely, and to grapple 
with the problems — however formidable — which they may° entail. 

The second illegitimate conclusion is of a different kind. 
The policy, which some advocate, of relieving the situation bv 
reducing the standard of life all round, and in particular by 
reducing it decidedly below the. pre-war level in the distressed 
industries, is one which should, in our opinion, be decisively 
rejected, on the ground that it should not be necessary in face 
of the technical improvements of recent years. It would be a 
confession of failure and a good reason for drastic changes in 
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the personnel of our industrial leadership if we were to declare 
ourselves unable to maintain the very moderate standards of life 
which now prevail. We feel convinced that with proper organisa- 
tion and a proper distribution of the national resources of capital 
and men, no reduction of real wages should be necessary and an 
early increase should be aimed at. 

3. External Forces and Internal Efficiencv 

It is, therefore, a vital question how far the troubles of 
the basic industries are due to. remediable causes -and how far 
they are due to changes — whether of an enduring or of a tem- 
porary character — which lie outside the control of those running 
these industries. 

We think that there is in some cases a certain amount of 
remediable inefficiency within the industries themselves. In 
certain sections of the coal, textile, and steel industries those 
upon whom responsibility lies seem to outside observers to have 
proved themselves unequal to dealing with the new problems 
which confront them. For exanijjle, a failure year after year 
to deal with the problem of surplus capacity and a continued 
acquiescence in the wastes of working many plants partially in- 
stead of securing the economies of concentration does not seem 
creditable to the powers of initiative and adaptation of those con- 
trolling them. Though there are striking exceptions, coal- 
owners as a class are becoming a proverbial type of con- 
servative obstinacy in the face of changing facts. Even in 
these cases, however, the inefficiency often lies not in the 
technical equipment and management of the individual enter- 
prise, but in the policy and statesmanship of the industry as a 
whole in the face of changing circumstances. This is probably 
in some degree a natural consequence of diminished vitality in 
industries which were in their prime and in the forefront of pro- 
gress two or three generations ago. Then the leaders of these in- 
dustries were nearly all pioneers; now few of them have reached 
their present position by their own unaided abilities, but partly 
at least because they are the sons of their fathers or the grand- 
sons of their grandfathers. Furthermore, the problems of 
surplqs capacity in the face of stagnant or declining demand are 
of an essentially differeht character from those of a period of 
rapid and continuous expansion. 
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This is not intended as a criticism of individuals. But the 
changes which are being made by our competitors, notably in 
Germany and America, warn us that the organisation of business 
must develop on new lines, that the relations of great stock enter- 
prises — run by salaried officials — to the public and to their 
wofkers must be put on a satisfactory footing, and that new 
vitality must be breathed into the system of private enterprise. 

Moreover, throughout industry our competing strength has 
been undermined by industrial strife. A belligerent policy by 
labour organisations has in the past often been the only means by 
which they could obtain the wages which subsequent experience 
proved that the industry could pay, and this experience has had 
the unfortunate effect of instilling into the minds of many w'orkers 
the false doctrine that the interests of owners, managers, and 
workers are fundamentally opposed. Until this idea of the class 
war is eliminated we cannot expect British industry to regain its 
full potential efficiency. Efficient business organisation and man- 
agement and the effective co-operation of the partners in industry 
are the foundations of economic prosperity, and the solution of 
these twin problems is the main theme of this report. 

Nevertheless, when full allowance has been made for such 
factors, we think that there remain substantial depressing influ- 
ences of a different kind. Some of these industries are no longer 
of the same relative importance in the world’s economy that they 
used to be, and are in distress not only in this country but every- 
where. Some of them have inevitably lost the precarious 
monopoly which this country used to enjoy, and find their former 
customers, often behind tariff walls, making the goods for 
themselves. Some of them could operate effectively on a suit- 
able scale, but, as the result of abnormal stimulus received during 
the War or afterwards, are trying to maintain an inflated equip- 
ment of plant and workers. In some of them there are 
branches which formerly yielded a large return per head 
of the labour employed and were therefore relatively high- 
wage occupations, but owing to subsequent developments it 
has become possible to carry them on with less-skilled and lower- 
paid labour. Unless this tendency is reversed by new inventions 
or methods, where the advantages of sJ<ill and experience can 
make themselves felt, such processes of production must inevit- 
ably tend in course of time to become the business of nations 

43 



BRITAIN'S INDUSTRIAL FUTURE 


which do not aim at so high a standard of life as ours. Whilst, 
therefore, we should do everything possible to extend our foreign 
markets, we think that it would be unsafe to take it for granted 
that our troubles will be solved by the recovery of these industries 
to their former pre-eminence. 

4. Need for Mobility of Labour 

If this diagnosis is correct, it follows that considerable 
numbers of workers may have to be transferred from the 
localities and trades in which they have been brought up to new 
places and engage in fresh occupations which produce either new 
classes of exports or goods for the home market. This is indeed 
occurring already on a considerable scale under the pressure of 
natural economic forces. But the obstacles to its taking place 
fast enough are very great. The housing shortage, trade-union 
restrictions, unemployment benefit, the miscellaneous character 
of the new openings, and the failure even of the prosperous in- 
dustries to go ahead fast enough to draw the surplus labour out 
of declining industries stand in the way of smooth or easy trans- 
ference. 


5. The Direction of Investment 

The necessity of restricting our foreign investments, the high 
total of which was formerly a reflection of our large favourable 
balance of trade, to a scale commensurate with our present dimin- 
ished balance is the financial facet of the same problem. So long 
as there is an insufficient outlet at profitable rates of interest for 
the investment of savings at home, these savings will continue to 
seek an outlet abroad, and any attempt to maintain foreign invest- 
ment at the old rate must, in present circumstances, greatly aggra- 
vate the difficulty of the Bank of England’s task in maintaining 
the exchanges, cause a stringency of credit, and set up a vicious 
circle by retarding or preventing further developments at home. 
On the other hand, the setting up of new industries, the modern- 
isation of old ones, the revolution in the modes of transport and 
in forms of power, the need to house our increased population, 
and k) rebuild a great part of our towns in accordance with 
modern standards of health and decency, all call for a large 
expenditure of capital at home. Without it we cannot hope to 
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equal the efficiency of our leading industrial competitors. More- 
over, a greater employment of labour in home trades can only 
take place if there is a greater investment of our savings at home. 
If it be true — as we are convinced that it is — that the capital 
equipment of this country is by no means complete, and that 
great developments and improvements are possible, it follows 
that an increase in the proportion of our savings which is in- 
vested at home at the expense of the share which goes abroad, 
so far from being a mere temporary expedient, might be very 
desirable in itself. 

It is clearly imperative to maintain our export trades at 
a level which with our other earnings will pay for our imports 
and furnish some surplus every year to finance British enter- 
prise abroad. We do not doubt that in part by the recovery of 
our older industries and in part by the development of new ones 
this objective will be reached. But this is a much less ambitious 
task than that of raising them to their former level. So long, 
however, as we can attain this limited objective, there is no 
reason for despondency or for the fear that our national eco- 
nomic life is in peril merely because our exports are not large 
enough to maintain our pre-war scale of foreign investment. It 
is a fallacy to assume that the national wealth is more truly 
increased if the fruits of Briti.sh savings embodied in British 
labour are used to embellish the city of Rio de Janeiro than if they 
are employed to demolish the slums of South London or to build 
motor-roads through the Midlands. 

6. Development of Nation.\l Resources 

It will now be evident to the reader where our argument 
is leading tis. We feel no assurance that a restoration of our 
old export industries to the same position of relative importance 
in the economic life of the nation which they held before the 
War is possible without a reduction of w’ages or a lengthening 
of hours or a lowering of the standard of life in some other 
way. The hope for our export trade generally must lie rather 
in the development of the newer trades. Moreover, a return to 
the pre-war ratio between imports and exports is not necessary 
Tinless we wish to increa.se our foreign iflvestment to its pre-war 
dimensions, a course for which at present the national savings 
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provide no sufficient margin after providing for home needs. 
Nor is there any reason in the nature of things why the national 
interest should require indefinitely the exportation of wealth on 
so great a scale. It seems to us, therefore, that the time is now 
ripe for a bolder programme of home development which will 
absorb and employ the national resources of capital and labour 
in new ways. Such a programme, which we develop in Book 4, 
seems to us to be not only recommended in the national interest 
as a means of exploiting the technical developments of the rriodern 
age, but also as the best available method to break the vicious 
circle of unemployment. We believe that alternative plans, how- 
ever they may wrap themselves up, whether under the names of 
Protection, of wage adjustments, or of economy on social ser- 
vices, all amount in effect to an assault on the standard of life 
of the mass of the population. The alternative policy to ours — 
one indeed avowed by many industrialists — aims at restoring 
the past situation by lowering standards instead of boldly ex- 
ploring the possibility of raising standards by encouraging new 
developments, new methods, new ideas. 



CHAPTER V 


INTERNATIONAL POLICY AND COMMERCE 

T he cardinal principles of the international economic policy 
of a country so densely populated as Great Britain must be 
to encourage the utmost freedom of commerce between 
the nations and to ensure that Great Britain has the freest possible 
entry into all the markets of the world. The methods by which 
these aims are to be achieved are so well established as to seem 
almost axiomatic. But, as they are so often disregarded, they 
will bear brief repetition. 

I. CoNDiTioN.s Essential for International Trade 

The first condition of international trade is peace. It is not 
enough that we should maintain a condition of restless and uneasy 
peace by skilfully escaping from crisis after crisis. If trade is 
to expand on the basis of the economic interdependence of nations, 
it is essential that there should be an international sense of 
security. One of the motives for the prohibitions and restric- 
tions imposed b}^ certain European nations is the desire to foster 
war indu.stries within their borders. Political suspicion is too 
readily translated into economic rivalry and attempts to injure 
other nations by the use of economic weapons. An essential 
step, therefore, in the recovery of world trade is to strengthen 
the League of Nations, in the hope not only of avoiding war 
but of creating and fostering a sense of security. 

In particular it is essential to recognise that the present un- 
satisfactory relations between Russia and the re.st of the world 
are not merely preventing us from carrying on trade which would 
help very much to lift us out of depression, but are one of the 
chief causes that prevent the spread in Europe of an atmosphere 
of real and prolonged peace. 

A second condition is monetary stability. Monetary chaos 
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was a symptom of the economic disorders which caused the low 
level of international trade in the years which have followed the 
War. It seems probable that the worst of these difficulties are 
now past. But even in normal times currency plays a hi ’ ’v 
important part in economic life, and under present condi. 
new problems and difficulties are constantly arising whiclTOur 
call for the mo.st careful handling for many years to come, c 4, 
views on this matter are briefly set out in Chapter XXVIII.est 
Finally, international trade can only expand freely if nation^ 
refrain from imposing deliberate ob.structions to the movement 
of goods, of money, and of persons. Unfortunately this condi- 
tion is far from existing to-day. In particular the expansion of 
international commerce is most persistently obstructed by the 
almost universal practice of imposing tariffs and other barriers 
to trade. The rest of this chapter is concerned with this problem, 
first, from the world point of view, and, second, from that of 
(jreat Britain. 


2. Tariffs and International Trade 

In the world of to-day it is as impossible for the nations to 
live and to grow in prosperity if they try to maintain them- 
selves as detached and independent economic units as it would 
be for scientific attainment and knowledge generally to be con- 
fined within the bounds of a political frontier. On the contrary, 
civilisation implies that the nations will become economically in- 
terdependent to an ever-increasing degree. Countries which 
jiursue an ideal of self-sufficiency for which nature has not fitted 
them are merely handicapping their own natural progress. 

These truths are beginning to be realised by the world at 
large. Prior to the War — thanks to the revolution in transport 
and in spite of tariffs which were sometimes high and sometimes 
low — the natural tendency for nations to trade with one another 
overcame all obstacles and caused an unexampled increase in 
world commerce which grew in volume fourfold in forty years. 
The War put an abrupt end to this development, and shut up 
many countries within an economic Chinese wall. When the 
War«ended, the nations were unwilling to resume immediately the 
old and comparatively free conditions of trading. In the last 
eight years they have in fact been indulging in an orgy of 
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protection. Not content with imposing heavy fines — in the shape 
of high customs duties — upon trade, it has been the practice of 
many countries to take the simple course of bluntly prohibiting 
trade in certain commodities altogether. There has recently been 
\ tendency for these extreme measures to be relaxed ; but in the 
v/ords of the recent World Economic Conference, held at Geneva 
in May 1927, the tariffs of the world, “ which in recent years 
have shown a tendency to rise, are for the most part higher 
than before the War, and at present are one of the chief barriers 
to trade.” 

It has become increasingly clear that no one was benefiting 
from this folly, and it was a remarkable sign of this change of 
view that the Conference, which contained some Free Traders but 
consisted to an overwhelming extent of Protectionists (including 
a substantial number of the world’s actual tariff builders), unani- 
mously agreed that the tendency had gone much too far and 
should be checked. Indeed, this Conference of fifty nations — 
including the United States and Russia — agreed ^ that the world’s 
great need was that international commerce should resume “ the 
general upward movement, which is at once a sign of the world’s 
economic health and the necessary condition for the develop- 
ment of civilisation.” 

They pointed out that in Europe the position was complicated 
by the creation of new customs units in 1919, the number of 
which had increased from twenty to twenty-seven, and that the 
harmful effects of these tariffs w'erc considerably increased by 
their constant changes, which make it impossible for business 
people to enter into long-term engagements or to lay plans for 
a considerable period ahead. 

Ihe Conference disclaimed the intention of delivering a final 
judgment on the question of Free Trade or Protection, but they 
were so impressed with the harmful effects that have resulted 
from the way in which the Protectionist system has run to ex- 
tremes since the War that they declared in emphatic terms for a 
greater measure of freedom of trade. After making the signi- 
ficant declaration that ” tariffs, though within the sovereign juris- 
diction of separate States, are not a matter of purely domestic 
interest, but greatly influence the trade of the world,” they State 

* The Report was approved by all members of the Conference except those 
from Russia and from Turkey, who abstained from voting. 
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categorically that “ the time has come to put an end to the in- 
crease in tariffs and to move in the opposite direction.” This 
declaration, which was amplified by specific proposals to be re- 
ferred to shortly, is very significant, for it shows a widespread 
recognition of the fact that under the nationalistic policies which 
have been in vogue since the War, countries are suffering more 
damage from one another’s tariffs than they could possibly hope 
to gain from their own. 

The way tariffs have been used in recent years sh,ows the 
continued existence of a war '.spirit. The Conference, for ex- 
ample, pointed out that ” fighting tariffs ” have been ostensibly 
imposed for the purpose of negotiations, but that instead of nego- 
tiating first and imposing the tariffs afterwards, as was the pre- 
war practice, countries have imposed their fighting tariffs in 
advance of negotiations. In too many cases these negotiations 
have never been undertaken, or if undertaken have not come to 
successful results, as the vested interests which have grown up 
behind these high tariffs have resisted any attempt to lower 
them. Everyone is suffering from this state of affairs, but no 
one is willing to take the first step; and the Conference therefore 
realised that if anything is to be done, action must be concerted. 
They proposed that the system of commercial treaties, which in 
practice substantially reduced the obstacles created by the pre- 
war tariff system, should be revived. But they went further 
and made the important suggestion that the Economic Organisa- 
tion of the League should endeavour to organise a concerted 
move for lower tariffs among the nations. 

The Conference also dealt with some other aspects of com- 
merce. They urged the framing and adoption of a convention 
for abolishing import and export restrictions of all kinds, and 
agreement has already been reached on the terms of such a con- 
vention. They pointed out the disadvantages of indirect methods 
of Protection, such as subsidies, flag discrimination, differential 
treatment of traders, and other similar devices. They showed 
that the practice of dumping demoralises the world-market to 
the ultimate disadvantage of all concerned. In arriving at these 
conclusions, the Conference was clearly impressed by the contrast 
befftten the progress 9! the United States, which is much the 
largest Free Trade area in the world, and the situation in Europe, 
which has been split up into a number of economic units too small 
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to furnish an adequate home market or to permit production on 
the largest and most economical scale. 

These recommendations are entirely in line with what we have 
defined as Britain’s interest in international economic affairs. 
Indeed, it has frequently been stated by publicists in Europe 
that ‘the Report of the Conference was a victory for British 
economic diplomacy in contrast to that of certain other countries 
which hoped to see a stimulus given by the Conference to the 
idea of international industrial agreements. A moment’s con- 
sideration of "British commercial* policy in recent years shows, 
however, the inadequacy of this theory. The significance of the 
Conference lies in the fact that its Report, which we have briefly 
summarised, represents the spontaneous view of people of all 
nations who have suffered from what has been going on in recent 
years. It creates a great opportunity for British .statesmanship, 
for there can be no doubt whatever that a strong backing of the 
Conference’s Resolutions by Great Britain would enormously 
increase the prospect of their being carried into practice. 

3. Britain’s Fiscal Policy 

But whether we .shall make full use of this opportunity is still 
uncertain, owing to the departures which we have made from 
our free trade system in recent years. During the War the 
shortage of shipping and the difficulty in obtaining the means 
of paying for our foreign purchases made it desirable to re- 
strict as far as possible the importation of all but essential com- 
modities. One of the means employed to effect this was the 
imposition of the “ McKenna duties ” on certain luxurv goods. 
Again, while the issue of the War was in doubt, the fear was 
entertained that the physical conflict might be followed by a 
fierce and organised economic struggle on the largest scale, and 
preparations were made for meeting that contingency if it arose. 
This danger did not materialise. But the economic'disorganisa- 
tion which prevailed after the War, coupled with the almost 
complete monetary collapse of many countries, had the effect of 
making our trading position exceedingly precarious, and Great 
Britain, in company with every other country in the world, 
attempted by means of temporary expedients to minimis^ the 
disturbing effect of the rapid and incalculable changes that were 
taking place. 
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With the passing of these abnormal conditions, the justifica- 
tion for exceptional measures has disappeared, wherjeas the case 
for restoring the utmost freedom of trade has become perhaps 
more urgent than ever before. 

Sir Austen Chamberlain realised this need as long ago as 
1922 when he made the following pronouncement on the general 
subject of tariff reform: 

“ It would seem to me perfect madness to think that in a 
world so altered from that in which we were acting before 
the War — in a world where what you want is! not to defend 
yourself against competition, but to find anyone who is in 
a position to purchase your goods, and to place orders with 
you — and with a country that has smarted, and very natur- 
ally smarted, under the evil effects of those Government 
controls and interferences in industry unavoidable in war, 
hut have proved a great source of difficulty to us both in 
their existence, and in the necessity to get rid of them since 
the War concluded — in such a world and in such a country 
to go out with the old programme of Tariff Reform at this 
time seems to me perfect madness.” 

If this view was sound in 1922, when the currencies of our 
competitors were producing fantastic and disturbing effects on 
international trade, it is far more cogent to-day when currencies 
are practically .stable. 

Clearly Sir Austen Chamberlain had in mind the fundamental 
truth that international trade is a process of exchange of goods 
and services, and that if a country is not prepared to buy from 
its customers, it cannot continue to sell abroad. It is true that 
for a time it may supply its goods on credit by making large 
and continuous loans to countries overseas; but even in this case 
the interest must be paid and the principal ultimately returned in 
the shape of imports f)f goods and services.^ 

While therefore it is true that a particular trade may benefit 
by ])rotection, a country cannot restrict imj)orts without restrict- 
ing exports or increasing its foreign investments. In other 
words, -tariffs are nr)t a device for increasing the employment 

‘ JThis general argument is not invalidated by the international movement of 
gold, which is a bagatelle in*comj)arison with internal i on al comnuTce in general. 
Such movements have important monetary eflects. Ihit in the international 
balance of payments they only settle small balances. 
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and production of a country, but are rather a means of divert- 
ing it from. one direction to another. And as this usually means 
a stimulus to the less successful industries of a country at the 
expense of those for which the country is better fitted, the result 
is that it is poorer than under a system of Free Trade. It is not 
a mere accident that European countries with the highest standard 
of living are those with the lowest tariffs. (See Tables, pp. i8, 55.) 

Such arguments are of special force for Great Britain, which, 
as we have seen, depends for its existence on imported food and 
raw material. ’ But it is also pertinent to point out that in spite of 
the fact that our population is much smaller than that of Ger- 
many or the United Stales and our resources of coal, ore, and 
other materials are incomparably less, we remain by far the 
world’s largest exporter of manufactures. In this connection 
the British delegates to the Geneva Conference reported the 
result of an analysis of the trade returns of Britain, America, 
(jermany, and France, in accordance with the international classi- 
fication of foreign trade laid down at Brussels. This enables 
a direct comparison to he made of the exports of the manufac- 
tures of the four countries. The figures for 1913 and 1925 are 
shown in Table 12. 

Other countries are beginning to export significant quantities 
of manufactured goods ; but tliese four nations are still re- 
sponsible for over 70 per cent, of the total. Great Britain was 
therefore in 1925 the source of more than a quarter of the 
world’s exports of manufactured commodities. 

.Our proportion in 1926 was undoubtedly smaller, owing to 
the coal dispute, and in 1927 the recovery was by no means 
complete. But it is evident from the table that under our Free 
1 rade system we have built up and continue to hold a long lead 
in precisely those categories of commodities in which interna- 
tional competition has become world-wide and against which 
barriers have been most generally erected. 

A similar consideration is the fact that under Free Trade we 
established so strong an economic position that we were able to 
bear the main financial burden of the War on the Allied side. 
In the light of such facts, it would indeed be “ perfect madness ’’ 
to attempt to reverse the evolution of the last century and -enter 
upon a policy of protection tending towards the illusory and un- 
attainable ideal of self-sufficiency. 
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TABLE 12 

EXPORTS OF MANUFACTURED GOODS ‘ 


Countries. 

1913- 

1925- 

In Millions 
of£. 

Per cent. 

In Millions 
of i. 

Per cent. 

From United Kingdom 

3982 

37-7 

589-,3 

\ 38-4 

,, United States 

159-2 

I 5 -I 


i 23-2 

,, Germany 

330-6 

31-3 

326-6 

21-3 

,, France 

i(> 7-3 

15-9 

262-7 

17-I 

Total from four countries 

1*055-3 

1 

lOO-O 

U 535-2 

lOO'O 


Per head. 



1913- 

1925* 

United Kingdom ...... 

00 

oP- 

£ s. d. 

13 I 8 

United States ....... 

I 14 4 

3 1 10 

Germany ........ 

4 18 4 

548 

France ........ 

4 4 I 

691 


The figures of trade and population from which this table is compiled refer to 
the respective customs areas in 1913 and 1925. 

Compiled from ** The Economist,"' 


Unfortunately, instead of returning to Free Trade, we have 
been drifting in the opposite direction, for though Protection, has 
been emphatically condemned by the electorate on the only occa- 
sion on which its opinion has been asked, the Government has 
been quietly introducing small doses of protection under, the 
euphemistic disguises of “ safeguarding,” “ luxury taxes,” etc. 

Our market is still in the main free, for less than 3 per cent, 
of our imports are subject to protective duties. The balance is, 
however, subjected to a variety of safeguarding duties which 
constitute the most crazy tariff in the world outside Bedlam. 
These are extremely high as tariffs go. The ad valorem level of 
present-day tariffs is shown in the following table, which gives 
the r-esults of an elaborate investigation carried out in connection 
with the World Economic Conference. The measure chosen for 
this table is the average of the percentages which the duties im- 
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posed by any given country constitute of the values of the com- 
modities which go to compose the range of manufactured goods 
normally entering into international trade : 


TABLE 13 

THE LEVEL OF TARIFFS ON MANUFACTURED ARTICLES 


Countries outside 
Europe, 

New States 
of Central Europe. 

Great Powers of 
Europe. 

Scandinavian 
and other Low-tariff 
Countries. 

U.S.A. . 

37 

Poland 

32 

Spain 

41 

Sweden 

16 

Argentine 

29 

Hungary 

27 

Italy . 

22 

Belgum 

15 



Czecho- 






Australia 

27 

Slovakia . 

27 

France 

21 

Switzerland 

14 

Canada 

23 

Jugo-Slavia 

23 1 

Germany 

20 

Denmark 

10 

India . 

16 

Austria 

16 1 

Great Britain 

5 

Holland 

6 


Compiled from League of Nations Memorandum on 2'ariff Level Indices 


Even Mr. Joseph Chamberlain’s plan of 1903 was a 10 per 
cent, tariff on manufactures and 5 per cent, on semi-manufac- 
tures. Our present “ standard rate ” is 334 per cent. Our 
“ average ” is, of course, still very low ; but if our “ standard ” 
tariff became general it would at once place us among the mo.st 
highl}’^ protectionist countries in the world. It has been well said 
by a foreign observer that no one can measure the height of the 
British tariff wall, for in reality we have no wall at all, but a few 
scattered and exceedingly high spiked railings. 

Again, the device of having every small item studied by a 
separate Committee ensures that no duty shall have any relation 
wluftever to any other duty, while the fixing of rates — which is 
one of the most highly complex economic problems in the world — 
is carried out by people selected because they have no knowledge 
either of the trade in question or of tariff making. 

Moreover, our rates of duty are sacrosanct. Other countries 
may at all events make a show of using their duties for bargain- 
ing purposes. Our duties are the minimum which the Committee 
consider necessary to “ safeguard ” industries which it is con- 
sidered essential to retain in this country. There are many in 
England who think that there is something to be said for duties 
imposed in the hope of beating down the other fellow’s tariff. 
This plan very rarely succeeds and, as we have seen, the Geneva 
Conference recognised that the attempt of countries since the War 

55 



Britain's industrial future 


to get into a good bargaining position had merely had the effect 
of raising tariffs all round and of creating vested interests which 
made it more difficult than ever to reduce them. But even if there 
were anything to be gained by this policy of bargaining, our 
system is carefully devised so that it cannot be used for this 
purpose. High duties in a particular trade can, of course, increase 
emplo3Tnent in it — at the expense of others — provided there are 
not too many protected trades. Our present plan of giving a 
bonus here and a little artificial stimulus there would have caused 
an angry outcry from other industries and from the public gen- 
erally if it had not been confined to such small dimensions. 

We are not, however, so much concerned to point out here 
the defects of our crude and confused methods as to show their 
bearing on the general tariff situation. It must be evident to 
everyone that the effects of our safeguarding duties, whether 
for good or evil, are of insignificant pro])ortions in comparison 
with the results that would be obtained by a general lowering 
of tariffs and by securing freer markets for our exports. Our 
present poliey is, however, extremely detrimental from this point 
of view. The fact that Great Britain has abandoned her tradi- 
tional Free Trade standpoint and adopted the Protectionist thesis 
in its crudest possible forni — even though it be only for a few 
articles — has weakened the forces making for a more liberal 
commercial policy in every country of the world. The argu- 
ments now used for “ safeguarding ” and implicitly embodied in 
the famous White Paper which governs the procedure of the 
various Committees are arguments which can be used to jus,<-ifv 
the highest tariffs in the world. If competition is “unfair” 
when a country has lower costs of production than ourselves, and 
if duties were always imposed at a rate calculated to balancotthe 
difference in the cost of production at home and the lower costs 
of production abroad, foreign trade would cease. 

Our policy has weakened the position of friends of interna- 
tional trade abroad and strengthened the hands of those who 
would put obstacles in the way. There have been periods in 
modern history when tariffs have moved downwards in Europe — 
notably in the twenty years following the Cobden Treaty of 
i860 — and during those decades the world’s commerce advanced 
to a notable degree. Tlicre is good reason to think that we are 
approaching another period of comparative fiscal sanity. But 
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if this is to happen, it is imperatively necessary that Great Britain 
should forswear further experiments in Protection and should 
throw her full weight into the task of drawing other, nations in 
the direction of the policy under which our commercial greatness 
has been built up. Britain’s policy in the economic, as in the 
political, affairs of the world is still very influential, and we 
could embark on this crusade with high prospects of success. At 
the least we should be able to ensure that the recent upward 
tendency of tariffs should cease. 

Apart, hDwever, from the action of foreign countries, the 
pre.scnt situation is anomalous and full of danger. Without any 
clear guiding principle we are conferring special privileges on 
trade after trade, most of which are too unimportant in them- 
selves to arouse the active hostility of the trading community or 
r)f the consuming public. But a system created to meet temporary 
conditions which are passing aw'ay is in danger of encouraging 
a growing distortion of our economic activities. 

It is, perhaps, w'orth adding one further word. If the pro- 
tection of small industries is a handicap in pursuing our chief 
objective of increasing trade, the protection of our great export 
indu.stries would be suicidal. We have already mentioned that 
the iron and steel industry exports in normal times half its 
])roducts and that nearly half the remainder is exported in the 
form of other goods or is used for building ships which thrive 
upon foreign trade. There is no possibility of building up a 
thriving iron and steel industry on home trade; and to protect 
thf industry — with the inevitable effect of raising prices here 
and lowering them in neutral markets where our competitors 
would sell their .surplus output— would handicap all our steel- 
usyig industries in world-competition. The same is true of 
engineering, shipbuilding, the textile trades, and many others. 
Our export trades must find the means to compete in the world 
or perish. The Chairman of Vickers went to the root of the 
matter when he remarked in a recent speech to the shareholders 
that “ we are not going to find our salvation by advocatino- a 
policy of tariffs. . . . I believe a system of tariffs is simply 
another word for subsidising inefficiency. It is a harmful policy 
for the country to adopt as a whole.” 

In short, nothing which has happened during and since the 
War serves to dimmish the overwhelming force of the Free 
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Trade argument. In present conditions, as in past conditions, 
Protection may snatch a temporary advantage for special in- 
terests and trades. But Protection cannot help our export in- 
dustries or our shipping and must aggravate their problems and 
increase their costs. Protection cannot increase our efficiency or 
raise the standard of life. On the other hand, it is a surreptitious 
method of raising the cost of living and lowering the standard 
of life. Protection diverts the resources of the nation into the 
wrong directions, encourages unhealthy and precarious develop- 
ments, and poisons the spring.s. of business enterprise and the 
probity of Government. Our policy must be to return as rapidly 
as possible to the system of Free Trade on which our industrial 
life and our world-wide commercial activities have been built up. 
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ARGUMENT OF BOOK 2 


A large area of British enterprise is already, directly or in- 
directly, under public control, since it is worked by Public Con- 
cerns, vie. bodies operated, controlled, or limited by ptiblic 
authorities or enactment. No general extension of this area is 
recommended. But these bodies should be modified in the 
direetion of greater efficiency by the transfer of public under- 
takings to speciali.<;cd bodies re<;ponsible to the public authorities 
concerned, and by the adoption of more practical methods of 
recruitment for their staff and members. 

The rest of the field of largc-.^cale enterprise is worked by 
Joint Stock Companies. Where these have outgrown the effec- 
tive control of their members or the healthy influences of com- 
petition, full publicity as to their operations should be secured 
by new and stringent requirements as to their audit and published 
accounts, and variotis measures are .suggested for ensuring 
greater efficiency in the directorate. Vast undertakings con- 
trolling monopolies should be subjected, by special registration 
as Public Corporations, to the obligations of public investigation 
and control recommended by the Committee on Trusts, including 
in the last resort price-fixing by public authority. Trade Associ- 
ations, where sufficiently representative, should assume similar 
obligations of publicity, with power, subject to Government 
approval, to enforce their decisions on small minorities. 

The .<;trcam of national investment, which is at present 
chaotically controlled by a multiplicity of public authorities and 
private intcrc.<;ts, should be canalised by a Board of National In- 
vestment, with power to issue bonds and to finance all capital 
expenditure by public bodies. It should also have power to 
finance other capital outlay of national importance, to approve 
the classification of new Dominion and Colonial loans as trustee 
securities, and, in emergency, to control the issue of foreign 
Government loans. 

6t 



An Economic General Staff should he established for the 
continuous survey of national problems and for advising 
Ministers, in conjunction with a standing Cabinet Committee of 
Economic Policy. Economic information shotdd be improved 
by the co-ordination and rapid publication of all available 
material and a continuous Census of Production; zvhile business 
efficiency should he stimulated by collaboration between indus- 
trialists, labour organisations, and the State in the application 
of research to industry and in fostering standardisation , technical 
imtruction, and vocational selcc.Hon and training. ■ 
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CHAPTER VI 

THE PUBLIC CONCERN 

I. ^ Individualism ^ and " Socialisjm ’’ 

T he choice between “ Individualism ” and “ Socialism ” in 
the form in which it occupies the controversialists of the 
Conservative and Labour Parties is, in the main, a dis- 
torted, and indeed an obsolete, issue, based on a picture of the 
financial and industrial world of England as it was fifty or more 
years ago. As we shall attempt to show quantitatively, the evolu- 
tion from these conditions is already far advanced. Change has 
been going on at a great rate. It is not a choice between nailing 
to the mast the Jolly Roger of piratical, cut-throat individualism, 
each man for himself and the devil take the rest, or, on the 
other hand, the Servile Society of a comprehensive State 
Socialism. Nor is the alternative between standing still and 
violent change. The world moves on anyhow at a smart pace; 
it is only the ideas of Conservatives and Socialists which remain 
where they were. The task is one of guiding existing tendencies 
intp a right direction and getting the best of all worlds, harmon- 
ising individual liberty with the general good, and personal 
initiative with a common plan — of constructing a society where 
action is individual and knowledge and opportunity are general, 
and each is able to make his contribution to the efficiency and 
diversity of the whole in an atmosphere of publicity, mutual trust, 
and economic justice. 

When we come to look at the facts of the modern world, 
no sensible person can doubt that iu a modern community many 
services must be run by a Public Concern — meaning by this a 
form of organisation which departs in one way or another from 
the principles of unrestricted private profit, and is operated or 
regulated in the public interest. On the other hand, most people 
would agree that there is a wide field of business enterprise which 
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is much better left to private concerns and can be left to them 
without the least danger to the public interest. 

Now in endeavouring to settle the right division between the 
Public Concern and the private concern respectively, the first 
thing to understand is the part already played by the former. 
We shall give below a fairly detailed statement of this, bec-iuse 
we think that anyone who fully appreciates the existing position 
will be led inevitably to our conclusion that the immediate prac- 
tical problem is not a great extension of the field of Public Con- 
cerns, except in one or two special cases, but a thorough over- 
hauling of the methods of running the Public Concerns which 
already exist, with the object of making them lively and efficient 
enterprises. It is a consecpience of the gradual and haphazard 
way in which Public Concerns have grown up in Great Britain 
that we have never deliberately considered the problems of manag- 
ing and financing them. 

Individualism has been strongest, in our opinion, and Socialism 
weakest, on the purely practical side, namely, in devising a satis- 
factory and efficient technique for the actual conduct of business. 

This strength of individualism as a technique for efficient pro- 
duction has in the main depended on three features : 

(i) It is an unrivalled method for the decentralisation of 
decisions, that is, for providing that the power and responsi- 
bility should lie as near as possible to the act and not at the 
end of a long chain of intermediaries. By this means time 
and trouble are saved, the power of judgment is not sub- 
merged by the necessity for explanations, and decisions can 
be made on a small scale and with reference to particular 
cases so as not to tax unduly the capacity of human wits. 
Moreover, the average result of decisions taken by a number 
of individuals, judging independently, may get nearer the 
truth, or at least run less risk of wide divergence from it, 
than one comprehensive decision, taken by a single individual, 
who may know more than any of the crowd and yet not so 
much as the average of the crowd. 

(ii) It is an unrivalled method of arriving at the right 
result by trial or error. ^Vhen a number of individuals are 
each attempting to solve much the same problem, inde- 
pendently, it may t)e possible to discover the solution by 
comparing the success of alternative methods. The medio- 
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crity of attainment in the art of war and of government may 
be partly attributable not only to the complexity of the 
problem, but also to the absence of competition between 
policies as a method of discovering the most effective from 
amongst the possible alternatives. 

(iii) It is an unrivalled method of “ scoring,” that is, of 
measuring the comparative efficiency not only of methods 
but of individuals. This may be as necessary for the satis- 
faction of the individual as for the selection of the fittest. 
How often must a Civil Senvant, or any bureaucrat, lament 
the absence of an objective measure of the degree of his 
success if only for his own personal satisfaction, as com- 
pared with the business man, who can be judged, or thinks 
he can be judged, by the test of money profit! Without 
desiring the profit for himself, he may reasonably desire it 
as a test of his methods and of his capacity. Moreover, 
“ scoring ” contributes an important element of efficiency in 
the automatic penalty which it provides for failure and in 
the elimination of the unfit, though not always as quickly as 
is desirable, from the higher directing personnel. Human 
nature may require the spur of a penalty to keep effort at its 
highest pitch of intensity, just as much as, if not more than, 
the lure of exceptional rewards. 

These three valuable devices for the successful attainment of 
our economic objects are what we are most in danger of losing 
whenever State action, or any form of highly centralised action, 
intervenes; and it is these losses which we must endeavour to 
minimise whenever we are impelled for other good reasons to 
extend the functions of the State. On the other hand, the pooling 
of knowledge, the elimination of the wastes of competition (which 
are very great), the deliberate aiming at the general advantage, 
instead of trusting that the separate pursuits of private advantage 
will tend the right way on the whole and on the average, are 
real advantages in central control and ownership. 

As to the necessity in all cases of the unrestricted private- 
profit motive, such as exists in the highest degree in a one-man 
business, as an incentive to effort and efficiency, we are more 
doubtful. The notion that the only way to get enough effort out 
of the brain-worker is to offer him unfettered opportunities of 
making an unlimited fortune is as baseless as the companion 
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notion that the only way of getting enough effort out of the 
manual worker is to hold over him the perpetual threat of starva- 
tion and misery for himself and those he loves. It has never 
been even supposed to be true, at all events in England, of the 
soldier, the statesman, the civil servant, the teacher, the scientist, 
the technical expert. It is only the “ business man ” who, ij^ith 
a certain rather engaging cynicism, has insisted that it is and 
always must be true of himself. It is not certain that he was ever 
entirely right. Even in the old-fashioned one-man business, the 
efficacy of the unrestricted private-profit motive as an incentive 
to effort and efficiency is liable to exaggeration: for many 
temperaments, the “ worry ” involved and the too habitual 
presence of subconscious financial calculation may be big 
factors of inefficiency. A certain salary, plus the hope of pro- 
motion or of a bonus, is what the generality of mankind prefers. 
Indeed, it is what the vast majority of those who manage our 
affairs enjoy already, with varying degrees of certainty and hope. 
In this respect the performance of functions by Public Concerns 
in place of by privately owned Companies and Corporations would 
make but little difference to the ordinary man. 

We have said enough to indicate the general point of view 
from which wc approach these problems. We are content that 
the practical suggestions which follow should be judged by the 
above criteria. We think that the balance of advantage requires 
some extension of the functions of the State, but above all a 
consolidation and reorganisation of those which it already per- 
forms. We appreciate the real advantages of the decentralised 
society of the pure Individualist’s dreams; and wherever force 
of circumstances compels a departure from pure individualism, 
we have endeavoured so to frame our proposals as to retain as 
many as possible of its advantages. 

2 . Survey of Existing Public Concerns 

We give below a catalogue of the various types of socialised, 
semi-socialised, and other State-regulated enterprises which are 
already in existence. We think that most readers will be 
astonished by their magnitude and their importance and the large 
proportion of the total /;apital of the nation which they already 
control. 
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A. National Undertakings operated by the Central Government 
itself. 

These are few in number in this country. The leading 
examples are, of course, the Post Office, the Telegraphs, and the 
Telephones. A considerable amount of capital has been sunk 
in these three enterprises, which, after writing off depreciation, 
now stands in the national books at about £100,000,000, of 
which about three-quarters is attributable to the telephone system. 
The land and buildings of the Post Offices of the whole country 
stand at £16,500,000, which appears a very moderate figure. 

There are, of course, certain other Government Productive 
Services which ought to be mentioned in this place, for example : 

(a) The dockyards and other manufacturing establish- 
ments of the War Departments. 

(b) The Office of Works. 

(c) The Royal Mint. 

(d) The Commissioners of Crown Lands. 

(c) The Stationery Office. 

(/) The State Management Districts under the Licensing 
Act, 1921. 

(g) The Roads Department (which is at present part of 
the Ministry of Transport). 

The capital plant of most of these undertakings is relatively 
small, but the roads are an exception, of which the replacement 
cost must exceed £1,300,000,000. 


B. National Undertakings operated by officially appointed ad hoc 

Bodies. 

The two leading examples of this type are very recent crea- 
tions, established in fact by the present Conservative Government 
—the British Broadcasting Corporation and the Central Electricity 
Board. Possibly the Forestry Commission should be classified 
here also. 

C. Local Undertakings operated by the Local Authority, itself 

Local Authorities are now responsible for operating nearly 
£700,000,000 worth of revenue-earning capital plant : 
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TABLE 14 

PUBLIC UTILITY UNDERTAKINGS OWNED BY LOCAL 
AUTHORITIES 



Total Number 
of Public 
Vnderiaking$. 

Number of 
these in 

Hands of Local 
Authorities. 

Value of Capital Plant. 

No. Included. 

Value. 

(a) Gas 

782 

317 

317 

■ £ 

62i650,ooo 

(h) Electricity . 

563 

^38 

338 

125,310,000 

(c) Tramways, etc. 

235 

168 

168 

81,780,000 

(d) Water * 

1.236 

977 

977 

148,060,000 

(«) Housing * 

? 

1 1.568 

1.568 

219,490,000 

(/) Miscellaneous 

? 

? 

79 

38,200,000 


♦ England and Wales only. 


These particulars arc taken partly from the Stock Exchange Official Intelli- 
gence, partly from the Eighth Annual Report of the Ministry of Health, partly 
from information supplied directly by the Ministry of Health, partly from other 
official returns, and partly from Public Administration, vol. iv, p. 289. The 
latter, which is the Journal of the Institute of Public Administration, contains 
much material bearing on the subject-matter of this chapter. 

In the case of Public Utility Undertakings, such as gas, water, 
electricity, and tramways, which are run by local authorities, 
profits are restricted by limiting the amount which can be used 
in relief of local rates. 

D. Local Undertakings operated by officially appointed ad hoc 
Authorities. 

(i) Docks and Harbours. — Out of 177 Harbour Under- 
takings, 10 are worked by Government Departments, '43 by 
Local Authorities, and 60 by ad hoc bodies not trading for 
profit. The twenty largest out of the last-named category 
have an aggregate capital of about £100,000,000. The 
Port of London Authority, the Mersey Docks and Harbour 
Board, the Clyde Navigation Trust, and the Tyne Improvement 
Commission are the most important. Generally speaking, these 
are non-dividend-paying bodies which are expected to earn a 
sufficient income to pay the interest on their outstanding bonds, 
annuities,^ and debenture stocks. An interesting example, not 
included in the above, is the Manchester Ship Canal Company 
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(with a capital of £9,000,000), which is a parliamentary company 
organised under various Acts of Parliament with the object of 
gain, but in part municipally owned, and with a Board of Directors 
on which the Corporation of Manchester must always have a 
majority of one. 

.The constitutions of the controlling bodies are very varied. 
They have been summarised as follows by Sir Joseph Broodbank 
(formerly of the Port of London Authority) : 

“ The Ports of London and Liverpool are governed by mixed 
bodies of traders and representatives of Government and public 
bodies, but their respective powers and jurisdictions differ widely 
in important details. Bristol and Preston are municipally oper- 
ated. Southampton and Hull Dock undertakings are owned and 
worked by Railway Companies, but Harbour Boards have juris- 
diction in the water approaches. Manchester Docks and Canal 
are owned by a private company where the Corporation has 
secured a majority on the Board through financial assistance in 
their early days of struggle. The Tyne Docks are divided be- 
tween the London and North-Eastern Railway Company and 
the Tyne Commissioners. The South Wales Ports were 
originally operated by different methods, but are now amal- 
gamated under the control of the Great Western Railway Com- 
pany. Dover is administered by its Harbour Board, but the 
Southern Railway Company occupy the important piers and 
guarantee a part of the debenture interest. The Board of Trade 
are in control at Ramsgate, but think of handing the harbour 
over to the town. A Dock Company are the owners of the 
Sharpness Dock and the Gloucester Docks and the Ship Canal 
connecting them, whilst there is a Harbour Authority installed 
as well.” 

(ii) Water Boards . — These Boards are established by special 
Act of Parliament, and their members are generally appointed by 
the Local Authorities interested in their activities. Their funds, 
as a rule, are raised by the issue of debentures or other forms of 
loan capital, and rates and charges are designed to provide only 
the service of the outstanding loans together with a fair margin 
of safety. The Metropolitan Water Board, with an outstanding 
capital debt of £53,000,000, is a leading example of this type of 
body. The number of such Boards is ‘not less than fourteen, 
having an aggregate capital of £69,730,000. There are also at 
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least seven other Public Boards of various kinds of some im- 
portance, with a capital of £4,670,000. 

(iii) Public Authorities in London . — Bodies of this kind 
have been developed particularly in the London area, where the 
indirectly elected ad hoc authorities include the following: 

(a) The Metropolitan Water Board. 

{b) The Metropolitan Asylums Board. 

(c) The Port of London Authority. 

(d) The Thames Conservancy and the Lee- Conservancy 
Board. 

(c) The London and Home Counties Traffic Advisory 
Committee. 

(/) The London and Home Counties Joint Electricity 
Authority. 

E. Companies under the Building Societies .lets and the Indus- 
trial and Provident Societies Acts. 

So far we have been dealing with non-profit-making under- 
takings. We now come to another category, where profit enters 
in, but either not on the usual capitalistic lines (e.g. Co-operative 
Societies) or not without some measure of regulation or restric- 
tion of profit. 

Societies may be established under the Building Societies Acts, 
1874-94, provided that their object is: 

“ to assist their members in acquiring dwelling-houses, busi- 
ness premises, or other freehold, copyhold, or leasehold 
property, for occupation or investment. Members’ subscrip- 
tions are accumulated in a fund which may be augmented 
by deposits and loans, and advances are made from the fund 
to assist members in the purchase of properties. Security 
for advances is given by a mortgage upon the property pur- 
chased.” 

Building Societies, which are distinct from the Land and 
Housing Societies mentioned below, numbered about 1,000 in 
1926 with over 1,250,000 members. The magnitude of their 
finandial transactions is chown in the fact that in 1926 new ad- 
vances amounted to over £50,000,000, mortgage assets were over 
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£170,000,000, and total assets more than £190,000,000. Assets 
have been increasing recently by about £25,000,000 a year and 
new advances have averaged about £50,000,000 a year. Thus 
these Societies are now administering something like 10 per cent, 
of the total savings of the country. 

A society established to carry on any industry, business, or 
trade may be registered under the Industrial and Provident 
Societies Acts, and may obtain the privilege of incorporation with 
limited liability, “ provided that it restricts the interest which 
any member 'may have or claim in its shares to £200, and, if 
it carries on the business of banking, that its share capital is not 
withdrawable.” 

Practically all co-operative organisations have availed them- 
selves of this method of incorporation, but it is not essential that 
societies should be co-operative in character in order to obtain 
registration. The Co-operative Wholesale and Retail Societies 
are, however, the most important. In 1925 the total membership 
of Retail Societies was nearly 5,000.000, and the total assets of 
Retail and Wholesale Societies together was £153.500,000. The 
following table shows, in respect of three classes of Co-operative 
Trading Societies, viz. (1) General Productive Societies, (2) 
General Distributive Tra<ling Societies — Wholesale, (3) General 
Distributive Trading Societies — Retail, the total share and loan 
capital, reserves, and insurance funds, and their annual increases. 


TABLE 15 

CO-OPEUATIVE TRADING SOCIETIES— FUNDS 


1920 

1921 

1922 

1923 

1924 

1925 


Total Share aftd Loan 
Capitals Resemes and 

Insurance Funds. Annual Incmue. 


£ 

123,266,553 

125.599,254 


128,094,676 

135.328,004 


i53»495.io3 


£ 


2,332,701 

2,495,422 

7/233.328 

11.252,311 

6,9^4,788 


Compiled from the Statistical Abstract for the U.K. 


These figures exclude Agricultural Productive and Distributive 
Societies, of which the share and loan capital, reserves, and insur- 
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ance funds, and the changes therein, in the years for which 
statistics are available are as follows: 

TABLE i6 


AGRICULTURAL CO-OPERATIVE SOCIETIES— FUNDS 



Total Share and Loan 
Capital, Reserves and 
Insurance Funds. 

Annual Increase (H 


or Decrease (— ). 


£ 

i 

1920 

3,182,839 

\ 

1921 

• . 3.534.581 

+•351.742 

1922 

3.426.064 

- 108.517 

1923 

3.349.928 

— 76,136 

1924 

3.047.579 

- 302,349 


Compiled from the Statistical Abstract for the U.K. 


The table given below relates to all classes of Industrial and 
Provident Societies: 


TABLE 17 

INDUSTRIAL AND PROVIDENT SOCIETIES IN GREAT BRITAIN— 
MEMBERSHIP AND ASSETS 


General Summary 1924 


Class of Society, 

Number of 
Returns 
Received. 

Members. 

Assets.^ 

Agricultural and Fishing 

Retail Distributive Trading (Co- 

1.631 

298,401 

£ 

4,540,246 

operative) .... 

L403 

4,662,795 

110,568,786 

Wholesale Trading (Co-operative) . 

6 

2,229 

37.411,963! 

Productive Trading 

160 

45.501 

4,203,135 

Clubs ..... 

2,116 

589,001 

4,141,557 

Other Businesses (Services) . 

170 

42,238 

30,063,648! 

Land and Housing 

301 

34,683 

10,669,213 

Development .... 

14 

9,346 

776,878 


5.801 

5,684,194 

202,375,426 


* The Assets include investments by some Societies in other Co-operative 
Societies, also Societies* balances at C.W.S. Bank, which together in 1920 ap- 
proximated ;£33, ooo , ooo . 

t Excluding Trading Department Balance at C.W.S. Bank ^9,535,396 
included in C.W.S. Bank Assets against Other Businesses.’* 

J Excludes English and Scottish Joint Co-operative Wliolesale Society’s 
Overdraft on C.W.S. Bank, ;i^382,9i8. 

Extracted from the Report of the Chief Registrar of Friendly Societies for the 
year 1925, Part 3, Industrial and Provident Societies, London, 1927. 
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F. Parliamentary Companies 

These companies are formed under Private Acts of Parlia- 
ment and Provisional or Special Orders. The leading categories 
are as follows : 


TABLE i8 


PARLIAMENTARY COMPANIES— CAPITAL 


(a) Railways 

(b) Tramways 
{c) Gas 

(d) Water 
{e) Electricity 


87 undertakings 

67 

465 

86 

225 


£ 

1,151,747,000 

19.967.000 
109,336,000 

26.100.000 

68.707.000 


Compiled from official returns and from the Stock Exchange Official Intelligence, 


The statutory regulations as to the profits to be earned or 
rates to be charged by these undertakings have assumed a great 
variety of forms. 

Both the charges and the profits of the railways are regulated 
by the Railways Act of 1921. The Act provides that rates and 
charges and conditions of service are to be so controlled and 
regulated by the Railway Rates Tribunal — a statutory body set 
up by the Act — as to yield to the company a “ standard revenue.” 
This “ standard revenue ” is to be ” equivalent to the aggregate 
net revenues in the year 1913 ” together with certain additional 
allowances. 

In the case of local authority or company electricity under- 
takings maximum charges for electricity (which are subject 
under certain conditions to revision at triennial periods) are 
fixed for each undertaking in the Order which authorises it. 
For “ power companies ” (which are in the nature of whole- 
salers and have a special position vis-a-vis their several local 
authorities) a sliding scale comes into operation when dividends 
amount to 8 per cent, (or sometimes to 10 per cent.) ; in other 
cases profits are subject to sliding-scale conditions which in 
certain circumstances may be reviewed by the appropriate 
authority ; moreover, sliding scales may be imposed in certain cir- 
cumstances under the Electricity (Supply) Acts, 1922 and 1926. 

Under Acts of 1847 the dividends of Gas and Water Com- 
panies were restricted either to the rate fixed in the Special Act 
constituting the company or, failing such limitation, to 10 per 
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cent. Since about 1875 dividends of Gas Companies have 
generally been regulated under a sliding scale which provides that 
they may increase beyond a standard figure on consideration that 
a reduction in the price of gas below a fixed standard price. 
Conversely, prices may rise if dividends fall. 

The Bank of England is the most prominent example of a' mis- 
cellaneous group falling within this category. Theoretically, there 
is no limitation to the profits which can be earned and distributed 
to the Bank’s private shareholders. But in practice the 'share- 
holders’ dividends have been fixed for a long time past, and any 
additional profits are either retained within the institution or (as 
was the case in respect of part of the exceptional profits arising 
out of the War) returned to the Treasury. 


Thus productive undertakings, mainly transport and public 
utilities, representing a capital in the neighbourhood of 
£2,750,000,000, or £4,000,000,000 if we include roads,’ are already 
administered according to a variety of methods, all of which 
depart in some respect from the principles of private capitalism 
and unrestricted individualism. The transport undertakings and 
other public utilities included in this total, measured by the 
amount of capital involved, must comprise at least two-thirds 
of what could be called the large-scale undertakings of the 
country, though it would be a smaller proportion, measured in 
terms of the number of workmen employed. 

G. Independent Undertakings not run for Profit 

There are numerous charitable undertakings, etc., not run 
for profit, as follows : 

(a) The Ecclesiastical Commission. 

This body administers, for Church purposes, estates and 
securities having an aggregate value of about £50,000,000. 

(b) The Universities, Schools, and City Companies. 

Whilst no exact figures are available, we estimate that in 

the aggregate the Colleges, Universities, and Public Schools of 
the country administer property and buildings having a capital 
value of more than £100,000,000. 

(c) Charities, a*bout 49,000 in number, under the super- 
vision of the Charity Commissioners, held at the end of 
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1926 securities aggregating £68,000,000, of which two- 
thirds were British Funds, in addition to an unstated value 
of real estate. 

The total property administered by bodies of this type cannot 
be less than £250,000,000. 

These formidable totals — amounting to over £4,000,000,000 
under all heads — demonstrate what we have said above 
as to the unreal character of the supposed antithesis between 
Socialism and Individualism. What does the Socialist think he 
could gain by assimilating all this valuable diversity, developed 
by experience to meet real problems and actual situations, to a 
single theoretical model ? Are not the abuses of private capitalism 
and unrestricted individualism capable of being reformed, in so 
far as they are still to be found in these mixed types, by a further 
evolution along the lines already set? On the other hand, is the 
individualist really prepared to scrap all this elaborate special 
legislation enacted by Governments of every political complexion 
under pressure of actual circumstances, and hand over the vast 
capital of our public utilities and railway system to the operation 
of uncontrolled individualism? If not, then there is no question 
of principle at stake but only one of degree, of expediency, of 
method. 

3. The Nature and Function of Public Concerns 

When we seek to analyse in the light of experience the 
characteristics of the types of enterprises which tend to become 
Public Concerns, it is fairly clear what they are. They com- 
prise undertakings of great national importance; which require 
large amounts of capital, yet may fail to attract private enterprise 
on an adequate scale, either because of the necessity of limiting 
profits or for some other reason; where unavoidable conditions 
of monopoly would render unregulated private enterprise dan- 
gerous ; or where the private shareholder has ceased to perform a 
useful function. These characteristics are not only explanations, 
but justifications of public ownership or of regulation in the appro- 
priate conditions. 

It follows that there is a necessary and important place for 
the Public Concern in the national economic system. The problem 
IS to evolve an efficient business organisation for such concerns, 
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to find room for various types intermediate between the Public 
and the Private Concern, and to define in the right way the 
field of operation appropriate to each type. 

State Trading 

As regards the mode of operating a Public Concern, wfi see 
no great advantage, and some substantial disadvantages, in direct 
State trading of type A (see p. 67 above). 

If “the Nationalisation of Industry” means this,, we are 
decidedly opposed to it. think that Ministers should be 

directly responsible for commercial operations and the employ- 
ment of labour to the least possible extent, and that the financial 
side of these operations should be kept separate from the State 
Budget to the greatest possible extent. The great Departments 
of State are not organised for business administration. Nor 
are Ministers selected for their business capacity. So far, there- 
fore, from recommending any additions to the list of State 
trading concerns operated by the Central Government, we are 
inclined to think that it would have been better if in the first 
instance the Post Office, Telephones, and Telegraphs had been 
in the hands of an ad hoc administrative body detached from 
the Central Administration. There are weighty arguments for 
requiring Government undertakings to be conducted in a form 
analogous to that of joint-stock companies, the capital of which 
is owned and the Directors appointed by the State. This is the 
present method of administering, for example, the Belgian and 
German Railways and the German Post Office. Amongst its 
advantages are a greater detachment from politics and from 
political influence. 

Municipal Trading 

We are in favour of municipal trading in the sense of 
local public ownership of local public utilities. But we are doubt- 
ful whether the right form of organisation and the right geo- 
graphical unit have yet been attained. As regards organisation, 
there are often objections to direct administration by Com- 
mittees of Local Authorities. As in the case of State 
enterprises, the right model seems to us to be one which 
borrows some of the •machinery of large-scale private enter- 
prise. Generally speaking, an ad hoc body should be set 
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Up, the executive and administrative Board of which 
would correspond to the Board of Directors of private concerns 
(though freed, we hope, from some of the grave faults of these 
Boards as at present constituted, to which we shall advert in the 
next chapter), the Local Authorities themselves corresponding to 
the shareholders. We elaborate this idea in further detail below. 
As regards the choice of geographical unit, there is no presump- 
tion that this will coincide with the boundaries of local govern- 
ment areas. It is a defect of many existing municipal under- 
takings that their operations are confined to an area too small 
to be worked to the best advantage. Hence existing municipal 
and local enterprises should be overhauled so as to ensure for 
each enterprise the optimum area. This task would be facilitated 
by a form of organisation analogous to that of a public company 
in that a single executive could be responsible to more than one 
local authority as shareholders. 


4. The Line of Evolution 

Thus we are of opinion that, for the administrative 
and executive management of public concerns, the od hoc Public 
Board points to the right line of evolution. We think that a 
Board of this kind, appointed by and ultimately responsible to 
some public authority, national or local — but only in the sense 
in which a company is responsible to its shareholders — is a better 
model to follow than that of direct public trading, whether 
national or local. We see no inherent reason why such Boards, 
merely because they have no private shareholders and are 
functioning entirely in the public interest, need be any less efficient 
than the Boards of large public companies, which are managed 
by salaried directors and officials subject to no real or effective 
control by their shareholders. 

But it is quite another question whether the existing examples 
of Public Boards ought to be imitated, or are incapable of im- 
provement. We have allowed Public Boards to creep into our 
economic system, without enough preliminary criticism or 
deliberate reconsideration of their efficiency in the light of ex- 
perience. They have not come into the Iknelight of public dis- 
cussion. Parliament and the Press since the War have been 
almost oblivious of them. 
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How many people, for example, have any clear idea of the 
constitution of the Metropolitan Water Board, that vast under- 
taking to the expenses of which every inhabitant of London 
makes his contribution? Do either the Socialists or the Indi- 
vidualists seek to understand, to improve, or to correct the huge 
socialised undertakings which we already have? Not they. 'They 
exchange their phrases without relation to the world of established 
fact. The great researches of Mr. and Mrs. Sidney Webb into 
the slow, historical process by which the Public Concern^ of Great 
Britain have crept unnoticed into existence have produced almost 
as little effect on the controversialists of their own party as on 
the academic individualists. It will serve to illustrate what fol- 
lows if we sketch in a few words the constitution of the Metro- 
politan Water Board. We should add that we choose this body 
merely as an example, without our having any reason to suppose 
that its officials are otherwise than zealous and efficient within 
the limitations which its constitution and its organisation impose 
on them. 

The Metropolitan Water Board was established by Act of 
Parliament in 1902 to take over nine water companies which were 
then separately supplying the London area, and it began to 
function in 1904. The Board has an outstanding capital debt of 
£53,000,000 in bonds and debentures. It supplies 563 square 
miles and an estimated population of 7,000,000. The number 
of its separate services is 1,180,000. The Board itself consists 
of sixty-six individuals appointed by the London County Council, 
the Common Council of the City, the Council of the Ci*y of 
Westminster, and various other municipal councils connected wdth 
the area of supply, together with the Conservators of the 
River Thames and the I..ee Conservancy Board. The 
Chairman and Vice-Chairman are appointed by the members 
of the Board and are unpaid. The chief executive officials con- 
sist of the Chief Engineer (salary £2,500), the Director of Water 
Examination (£1,750), the Accountant (£1,250), the Clerk of 
the Board (£1,000), the Solicitor (£900), the Supervisor (£900), 
and the Surveyor (£700). Yet it is said to be “one of the 
largest, if not the largest municipal authority in the world.” 
At any rate, no one vcan accuse the Board of extravagance in 
salaries, compared with private concerns. The Board has not 
raised any additional capital by public issue since 1920. Any 
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deficit, which cannot be met by raising charges within the maxima 
allowed by the Act, is chargeable against the rating authorities 
represented on it. Nevertheless, Metropolitan Water stock is not 
a trustee security. 

Now, it may be that the business of supplying water to the 
Metropolis has been reduced so completely to routine and that 
further technical improvements or economies are so improbable, 
that it is not necessary to furnish the Board with a proper busi- 
ness management. However this may be, it is scarcely possible 
that a body constituted as abov^ can be fit to conduct with 
efficiency or enterprise any important large-scale productive opera- 
tions. The Board is much too large. The Chairman should be 
a well-paid whole-time expert instead of an unpaid volunteer. 
The chief executive officials should belong to a regular Civil 
Service with high traditions and considerable prizes for efficiency. 
The facilities for raising new capital should be the best possible. 
Would not anyone be reluctant to hand over a living industry, as, 
for example, electricity supply, to a body constituted like the 
Metropolitan Water Board? 

We emphasise these criticisms precisely because we think that 
ad hoc bodies like the Metropolitan Water Board and the Port 
of London Authority may provide, with due amendments and 
improvements, the best model for the Public Concerns of the 
future. But before we seek to extend their functions further, 
surely it is a prior duty to stir the dead leaves beneath which 
these bodies arc now slumbering unnoticed, and to evolve a sound 
system of management. The problem is a practical one, not an 
abstiact one to be debated on high philosophical apriorities. The 
long list of semi-socialised and regulated undertakings enumerated 
above are all alike in one respect, namely, that they are controlled 
and managed by salaried, or in some cases unpaid, individuals, 
and not under the stimulus of personal profit. It may well be that 
♦hey are already open — the Railway Companies not less than the 
Water Boards or the Municipal Gas Works — to the charges 
levelled against State Socialism, namely, of being fossilised, un- 
enterprising, or extravagant. As a first step towards greater 
efficiency, we must become much more conscious about what is 
going on around us. Variety is valuable, but it may have been 
carried in this case to the point of disorder. 
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5- Proposals 

Our suggestions for the future organisation of Public Boards 
may be formulated as follows: 

(i) The method of appointing the executive authority of 
Public Boards should be reformed, particularly in the case of 
some of the older established bodies. Business and technical 
efficiency should be aimed at in choosing the personnel rather than 
the representation of “ interests,” consumers’ or other. We see no 
objection to some powers of co-option by the executive authority 
itself — which is, in practice, the method by which the Boards of 
most public companies are filled. Above all, large Boards, half 
composed of dead-heads or ex-officio members who never attend, 
are to be avoided. We doubt if it is in the interests of efficiency 
that, for example, the Chaii'man and Vice-Chairman of a vast 
undertaking like the Metropolitan Water Board should be unpaid. 
We think that the appropriate Ministry should be given powers, 
subject to proper safeguards, to overhaul the membership of the 
governing bodies of Public Boards and the mode of their appoint- 
ment. 

(ii) We need to build up an attractive career for business 
administration of this type open to all the talents. A regular 
service should be recruited for Public Concerns with a cadre 
and a pension scheme, with room for the rapid promotion of 
e.xceptionally efficient officials and with satisfactory prizes for 
those who reach the top. We should like to see the maximum 
amount of interchange of the officials between diflferent under- 
takings, and a practice of moving such officials about at differ- 
ent stages of their career from one concern to another — and not 
leaving them as at present to vegetate in one job for thirty years 
or more — wherever the requirement of special technical qualifica- 
tions does not stand in the way of transfer. 

(iii) In the case of concerns ultimately subject to municipal 
and other local authorities, it might be advisable to set up a body 
representative of such authorities from all parts of the country 
with functions covering those now performed for the Civil 
Service by the Civil Service Commission and the Establishments 
Division of the Treasury. By these means the prospects and 
attractions of a business and administrative service for local 
bodies might be, as they need to be, greatly improved, 
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(iv) Whenever possible, there should be several Public 
Boards, in any given type of undertaking, operating in different 
parts of the country in circumstances sufficiently similar to give 
value to comparisons between their respective results. 

(v) We attach a great importance to a proper system of 
accounting which distinguishes on sound principles between ex- 
))enditure on capital and on current account. The system should 
be as uniform as possible, so as to facilitate comparisons. We 
ought to know exactly how much new capital is being put into 
these enterprises year by year and how much is being written off 
the old capital ; we ought to be able to compare the prices charged 
and the profits earned by Public Concerns of a similar kind in 
different parts of the country. It should be added that existing 
State-run concerns (of type A above), whether or not they con- 
tinue as they are, should also show their financial results in a 
proper shape, keeping business accounts and presenting clear 
balance sheets which distinguish expenditure on capital account 
and make allowance for interest and depreciation. The charge 
on the National Budget for the year, or, where there is a trading 
profit, the contribution to the Budget, should then be the net 
balance on income account properly chargeable to the year in 
(luestion. 


6. The Future of the Public Concern 

We do not wish, at the present stage, greatly to enlarge the 
scope of operation of Public Concerns. The first step is to put 
those which exist on a more up-to-date basis, to improve the 
position and prospects of their officials, to get their capital 
iaccounts into order, to ascertain whether they are expending on 
■capital account as much as they should for efficiency and progress, 
(and then to watch tlie measure of their success. Nor do we 
|wish at any time to hand over business to such bodies merely 
|for the sake of doing so. Our object must be to work out, more 
Consciously than hitherto, the best type of organisation for the 
|great body of public services which have already crept half- 
tonnoticed out of private hands, and to recruit a class of officials 
por running tliem as capable as the General Managers of great 
Bndustrial companies. 

I Some further extensions of the field of Public Concerns will, 
piowever, become indicated as necessary and desirable year by 
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year in the future as in the past. F or example, so far from cur- 
tailing the activities of the Road Fund, we should like to see a 
Road Board set up with wider jurisdiction, fuller responsibility, 
and larger resources. We are also in favour of a single Public 
Board which should control every section of the transport system 
of the London area. We do not yet know whether the voluntary 
amalgamation of interests proposed by the recent Committee 
on this .subject will be carried into effect or not; and in any case 
the method by which the common management is to be introduced 
has not yet been defined. In our view the problem is precisely 
one of those for which the formation of a Public Board with 
statutory powers would afford the most satisfactory solution. 

The most important development of the Puljlic Concern during 
the next decade is likely to be in connection with electricity. We 
hope that neither thought nor money will be spared to furnish this 
country with a publicly-owned system of electrical supply, which 
will be at least the equal of that of any other country in cheapness 
and efficiency. 

In the case of the Railway Companies, we do not consider that 
the recent Railway Act provides a satisfactory solution. Never- 
theless, in view of the recency of the change, we think that there 
would be some advantage in gaining further experience of its 
operation before making definite proposals for the next stage. 
If the Railways are successful in earning their standard revenues 
as a regular thing, the functions of the private shareholders will 
have atrophied as much as those of the shareholders of the 
Bank of England. It will then need but a very slight change 
to convert all the shares into fixed-interest shares and to assimi- 
late the Companies, if it seems desirable hereafter, to Public 
Boards. This is the natural line of evolution rather than the 
useless and unprofitable proposal to nationalise the Railways on 
the lines of the Post Office. Indeed, on the Continent, the pre- 
vious tendency towards State-managed systems is being replaced 
by a movement towards management by Public Boards in the 
sense in which we are here using this term. 

Generally speaking, the functions of private shareholders must 
tend to atrophy as soon as it has proved necessary to adopt the 
principle of limiting or of fixing profits. The choice between a 
Public Concern and a Private Concern then resolves itself, or 
should resolve itself if Public Boards could learn to borrow all 
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they might from the experience of private enterprise, into a 
question, not of the methods of internal management and adminis- 
tration, for which in either case salaried staffs will be wholly 
responsible, but of the manner of appointment of the Directors 
and of the right to the residual profits after payment of the 
current rate of interest on the capital employed. The share- 
holders in old-established industries of diffused ownership, above 
all in industries where there is a legal limitation of profit, perform 
no function beyond that of supplying the fruit of savings, the 
appropriate reward for which is* to be found in the current rate 
of interest rather than in residual profit. The residual profit may 
be much better employed in such cases in strengthening the finan- 
cial position of the industry to give better and cheaper service in 
future, and, very rarely, in furnishing a contribution to national 
or local expenditure, rather than in precarious and fortuitous 
windfalls to shareholders, who are remote from the operations of 
the business and know next to nothing about it. 

We believe that there will be even more room in the 
future than in the past for the type of Public Concern represented 
l)y Building Societies and Co-operative Societies. But whilst 
these arc in certain important respects Public, rather than Private, 
Concerns, it is of their essence that they should be based on the 
free association of individuals. We think that the action of the 
State in respect to them should generally be limited to securing 
publicity, standard forms of accounts, and honesty of manage- 
ment, and, in some cases, facilitating the supply of some part 
of the capital which they require. 
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CHAPTER VII 

THE JOINT STOCK COMPANY 

W E come next to the Joint Slock Companies which now 
operate practically the whole of the large-scale business 
of the country which lies outside the scope of the Public 
Concern. As regards ordinary small-scale business, operated by 
partnerships, private firms, and individuals, we have nothing to 
say, and see no occasion for any change. The most important 
existing legal distinction is between Public Companies, of which 
there are about 10,000, and Private Companies, limited to not 
more than 50 shareholders, of which there are about 90,000 in 
operation — no less than half of these having been founded since 
1914. But within the category of Private Companies there are 
those which are commonly known as “ one-man ” Companies, 
namely, those the shareholding control of which is vested in five 
hands or less. 

It is not always recognised how recent a development the 
Joint Stock Company is as the dominant and characteristic type 
of business organisation. The whole system is less than a 
hundred years old, and its present all-embracing growth has 
been an affair of the last twenty years consequent on the new 
legislation of 1908. This particular form of incorporation 
furnishes to those who participate in it very great privileges and 
advantages, the practical value of which is indicated by the general 
eagerness to take advantage of them. It is reasonable, therefore, 
that these privileges and advantages should be accompanied by 
proper safeguards for the public and for the State. We believe 
that the amendments of Company Law which we propose below 
may prove to be the framework within which joint-stock enter- 
prise may extend its developments still further to the general 
advantage. It has beerr, in fact, after each of the successive 
legislative changes of 1862 and 1908 that the big leaps forward 
have been made. 
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The important distinctions for practical purposes are : 

(i) Between those companies which have passed out of 
the effective control of their shareholders, and those which 
are still managed or effectively controlled by their proprietors 
.or by the friends and relations of these, though the method 
of distinguishing the one from the other must necessarily be 
a rough-and-ready one ; and 

(ii) Between those companies which have attained for 
one reason or another to something of a monopoly position 
and where free competition from newcomers is ineffective, 
and those which are still subject to normal competitive 
conditions and to the elimination of the unfit established 
firm by the more fit newcomer. 

Where neither diffused ownership nor monopolistic tendencies 
arc present, our object should be not to interfere with the existing 
state of affairs, but to establish an environment in which normal 
competitive conditions can flourish with the greatest efficiency and 
the least possible waste. 

Our proposals are as follows: 


I. Publicity of Accounts and Responsibility of Auditors 


In large companies of diffused ownership, where the shares 
are mainly held by the general public and not by interests repre- 
sented by the directors, abuses are increasingly frequent, for which 
the secrecy of accounts is at least partly responsible. The common 
practice of publishing balance sheets which convey entirely 
inadequate information to the shareholders tliemselves or 
can only mislead them, facilitates the continuance of gross 
mismanagement, and is the cause of loss and deception 
for the investing public by placing a premium on “ inside 
; information,” gossip, and breach of confidence. It is hardly 
an exaggeration to say that half the business of successful 
, investment to-day in industrial shares consists in getting hold, in 
:one way or another, of private information not available to the 
I general body of shareholders or investors. The honest financier 
iBpends his time in getting hold of true information to which he is 
inot entitled, and the less honest in spreadiitg false information for 
iwhich, under the cover of general darkness, he can obtain credence. 
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Thus the actual proprietors of a concern are frequently at a serious 
disadvantage with “ outsiders ” who can obtain access to “ inside ” 
information, with the result that they may part with their 
property for less than its real value, owing to their ignorance 
of the actual facts. At the same time, the knowledge by the 
public that there is such a thing as valuable “ inside ” information 
often puts them at the mercy of alleged “ inside ” information 
which is only intended to deceive, and of market tips which are 
part of a scheme of manipulation. The newspapers arc'\fult of a 
flood of gossip, advice, and suggestion, in which items of real 
and of spurious “ inside ” information arc inextricably confused 
and intermingled. We think that this scandal is graver than has 
been admitted hitherto, and that the only remedy is to be found 
in compulsory publicity. 

A further abuse, namely, the growing practice of directors 
dealing directly or indirectly in the shares of their own companies, 
is closely connected with the above. It is not easy to correct it 
except by raising business standards in this respect or re-estab- 
lishing old-fashioned standards. Directors can always take great 
advantage over other shareholders through their knowledge of 
the exact position of their concern. It ought to be considered bad 
practice to do this, as it is already in some business circles, but 
not in all. We propose below an increase of publicity in this 
matter, by which any change in a director’s holding will become 
known to the shareholders at the end of the year. But we think 
that in addition to this, no director of a Public Com])anv should 
be permitted to buy or sell the securities of his own company 
(either in his own name or in that of nominees or in that of a 
company which he controls) without lirst disclosing his intention 
to the Board as a whole and obtaining their assent. 

The misleading nature of the published balance sheets of 
Public Companies is, indeed, the subject of general advcr.se com- 
ment. It is widely felt that matters are getting worse rather than 
better, and public opinion is in favour of a change. Nevertheless, 
many of those who are in favour of publicity in principle do not 
go nearly far enough in their actual proposals, h'or there is 
very little to be said in favour of the instinctive secreev of 
the British business man. The high standard of publicity which 
prevails (m some quartfcrs, but not in all) in the United States 
has shown how unnecessary it is. Moreover, eveti when the 
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compulsory disclosure of particular facts discomforts an in- 
dividual, the occasions are very rare when such disclosure is not 
to the interest of the business world as a whole. We think, 
therefore, that this is a case for decided action, disregardful 
of established prejudices. We do not hope to protect the born 
gull from the born crook; but we think that the drastic 
proposals for the publicity of accounts which we set forth below 
may do something to help forward sound methods of investment, 
through Investment Companies and otherwise, based on skilled 
professional advice and on the guidance of really competent stock- 
brokers. For some radical change from the present state of 
affairs is essential if the general public are to be encouraged for 
the future to engage their savings in joint-stock enterprises with 
which they are not themselves concerned. 

It is difficult to lay down cut-and-dried rules as to what 
particulars shall be made public which will be appropriate to all 
types of companies. Our proposals fall, therefore, into two parts 
— ^the one laying down the general character of the information 
to be giv'en, and the other proposing an enlargement of the 
responsibilities of the Auditor, with a view to ensuring that he 
shall consider it his duty to see that these requirements are satis- 
fied in substance as well as in the letter. 

/I. The Nature of a Company's ^'issefs 

(i) Land and buildings, plant, stocks of raw materials, stocks 
of finished products, value of patents, value of good-will, loans, 
advances and deposits, shares in other companies, and any other 
important items which it is practicable to separate, should be 
shown separately. 

(ii) The basis of valuation should be stated, including the cost 
price and the amount of depreciation written off. 

(iii) A complete list should be published of shares held in other 
companies, together with the current market quotation where this 
exists. 

(iv) In any case in which a company holds a controlling 
interest in another company, there should be circulated a composite 
balance sheet, or the balance sheet of the subsidiary should be 
circulated along with the balance sheet of the holding company 
covering the same period. 
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B. The Nature of a Company’s Liabilities 

(i) Internal reserves, provision for bad or doubtful debts, 
pension reserves, and income-tax reserve should be stated as 
separate items. 

(ii) The Auditor should be required to certify that there are 

no concealed reserves in excess of (say) lo per cent, of the share 
capital, apart from such undervaluation of assets as may be 
indicated in his Report. ' 

C. Publication of Profits 

(i) Every company shall publish, in addition to the balance- 
sheet profit, the profit on which the company has been assessed 
to income tax in respect of the preceding income-tax year, with 
comments by the Auditors on any important difference between 
the balance-sheet profit and the profit assessed to income tax. 

(ii) The statement of revenue should give separately trading 
profits, dividends, interest, profits on the sale of capital assets, 
and sums brought in from reserves ; and it should be obligatory to 
show separately any exceptional receipts (or payments) of a non- 
recurring nature. 

D. Date of Issue of Balance Sheet 

A balance sheet should be issued to shareholders within four 
months of the close of the period covered by it, unless the 
Auditors certify that this is impracticable from some sufficient 
and unavoidable cause. The balance sheet of subsidiary com- 
panies, circulated simultaneously, should relate to the same period 
as that of the parent company. 

E. The Directors 

(i) The annual report to the shareholders should give the total 
payments received by each director from the company and from 
its subsidiaries. 

(ii) Each director should declare at the end of each year the 
number of shares in which he has sole or joint beneficial interest 
and the number which Jie holds as a sole or joint nominee; and 
these particulars should be included in the annual report to the 
shareholders. 
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F. The Auditors 

As regards duties of Auditors, we think that the now existing 
societies of Chartered Accountants and of Incorporated 
Accountants might, perhaps, be amalgamated under a Charter, 
that the Auditors of Public Companies should be required to be 
members of this united body, and that its Council should be given 
the duty of maintaining the highest professional standards to- 
gether with strong disciplinary powers for enforcing them. 

It should be part of the duties of Auditors to see that the 
publicity provisions of the revised’company law are fully satisfied, 
to keep an eye on under-valuation of assets, as well as on over- 
valuation, to call the attention of the shareholders to any matters 
of importance which it would be in their interest to know, and to 
elucidate in their report any item in the balance sheet as published 
which might, in their opinion, mislead a competent person as to 
the true position of the company’s affairs. 

If these new and onerous duties are placed on Auditors, it 
would be desirable that their tenure and their independence should 
be more fully protected. It must be remembered that, whilst 
they are acting for the shareholders, they are chiefly brought 
into contact with the Management and the Directors, Avith whom 
they may necessarily be, at times, in conflict. In particular it 
should be illegal for Directors to solicit proxies or to vote as 
regards the appointment or removal of Auditors, who should 
be given a statutory right to attend and speak at all general 
meetings of the company. 

We believe that the.se provisions would be, on balance, over- 
whelmingly in the interest of the investor and also of the public. 
We do not propose that they should be applied to private com- 
panies, except such as are controlled by public companies. 

2. Directorships in Concerns where Ownership is 

Diffused 

A large part of our company system has grown up quite 
recently out of conditions in which the directors, or at any 
rate the governing group of the Board, were either themselves 
the proprietors of the concern or the direct and responsible repre- 
sentatives of the proprietors. We have carried on practices which 
would be reasonable and proper on such assumptions into con- 
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ditions in which frequently these assumptions are no longer satis- 
fied. Consequently the method of appointing Boards of Directors 
and the qualifications necessary now require in many cases serious 
reconsideration. 

In practice vacancies on Boards of Directors are filled in the 
vast majority of cases by co-option. In point of form, of course, 
the appointments must be approved by the shareholders. But 
the shareholders are so scattered and disorganised that it is seldom 
or never practicable for them to dispute the nominations of the 
Board, unless there is a serious dissension within the Board 
itself or there is a special reason to suspect an abuse. Thus the 
power of shareholders is really available only in the last resort; 
and the vast majority of appointments to Boards of Directors are 
made in effect, as stated above, by co-option by the existing 
directors. 

Partly as a result of this, a director once appointed, though 
nominally requiring re-election every few years, considers himself 
entitled to the office for life, unless he chooses to retire. We are 
.speaking, the reader must bear in mind, mainly of large com- 
panies of diffused ownership. Sometimes, there may be a chair- 
man or a group within the Board strong enough to drop a useless 
director. But generally speaking, a director would consider him- 
self greatly aggrieved if he were to be dropped merely because he 
was elderly, useless, or without .special qualifications for the work. 
It would even be considered bad form to propose such a thing. 
Since the duties are indefinite and the privileges agreeable, the 
way is open to various kinds of jobbery. The pay is often high 
in relation to the work done ; though for directors who take their 
duties and responsibilities seriously, it may often be too low. Some 
individuals hold dozens of directorships. A director on resign- 
ing frequently expects to be succeeded by his son. A directorship 
is, therefore, too often considered as a pleasant semi-sinecure and 
a desirable vested interest for the loss of which compensation is 
expected as a matter of course. Directorships are, in fact, the 
“ pocket boroughs ” of the present day. 

A directorship in a great Public Company, such as a Bank or 
an Insurance Office or a Railway, is apt to be awarded to influen- 
tial people who bring business or lend to the concern a colour 
of respectability and social di.stinction in the eyes of the public, 
but are without technical qualifications for the management of 
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the business. The four big Railway Companies, for example, 
though the position has been much improved by the recent amal- 
gamations, still have between them about a hundred directors, 
many of whom cannot be accused of having either leisure or 
qualifications for tackling the problems of a railway. 

We do not think that the Boards, as at present constituted, 
of Public Companies of diffused ownership are one of the strong 
points of private enterprise. There is here an important actual 
and potential element of inefficiency and conservatism in the more 
old-established -British businesses.. We understand that both the 
American and the German corresponding institutions are, in 
some respects, superior to ours. Nevertheless, we fear that this 
is a matter with w’hich it is difficult or impossible to deal by 
legislation. We think that something could be done, as is pro- 
posed above, by increased publicity. We should like to see a 
provision in Company Law for the compulsory retirement of 
directors at seventy. But in the main we must depend on the 
leaders of the business world becoming more alive to the dangers 
of present methods and to the importance of increased efficiency in 
this respect. The truth is that a strong and possibly efficient 
management rather likes to have an ineffective Board which will 
know too little to have views or to interfere ; and the ineffective 
Board enjoys its fees. If the names of the Board also serve to 
impress the shareholders, there is much temptation to everyone to 
let sleeping dogs lie. 

The right line of evolution, in our opinion, is towards the 
system now commonly established in Public Companies in Ger- 
; many, namely, that of having in addition to the Board of 
Directors a Council of Supervision. As adapted to the require- 
■ments of British industry the Board of Directors of a Public 
Company would be composed of the Chainnan, the Managing 
^Directors, and in some cases the most responsible departmental 
|heads of the concern, together perhaps with a few outside persons 
|with special qualifications ; whilst the Supervisory Council would 
fconsist of members directly representing the shareholders and, in 
pome cases, the employees. The Supervisory Council would meet 
Quarterly or half-yearly to hear detailed reports, to cross-examine 
pnd criticise the Board of Directors, and to be the ultimate 
^ithority over the higher appointment^, including those of 
directors themselves. The same principles should apply 
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mutatis mutandis (i.e. with Public Authorities in place of the 
shareholders) to Public Concerns. It would be an incidental 
advantage of this system that it would be possible in certain 
cases to make provision for the representation of the em- 
ployees on exactly the same footing (though not necessarily with 
an equal voting power) as the shareholders, without allowing to 
either the employees or the shareholders any undue or inconvenient 
powers of interference with the daily management of the, concern. 
We propo.se that the law should be modified so as to provide 
optional arrangements along these lines for the -representation 
on a Supervisory Council either of the shareholders or of the 
shareholders and the employees. 
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CHAPTER VIII 

TRUSTS AND TRADE ASSOCIATIONS 


T he instinctive public distrust of monopolies is a natural 
and well-founded one, for in general it is competition which 
has passed on to the consuming public the results of 
industrial and economic progress in the form of low prices, 
hlven under conditions of normal competition, every pro- 
ducer endeavours to obtain for himself the highest possible 
return for his efforts in whatever field he may be engaged. 
The grant of patent rights is a recognition by the State 
that some special return may in the long run be an 
-advantage to the community by encouraging enterprise and 
I initiative. Goodwill, widely advertised trade names, etc., are 

Eamong the many other means by which individual producers 
iendeavour to put themselves ahead of their rivals. But it is com- 
Ipctition which keeps these efforts within bounds, and in the end 
Assures to the consumer the advantage of obtaining goods at 
(the lowest practicable price; if, therefore, competition is in one 
ijitvay or another — whether by the power of great aggregations of 
|a.pital or otherwise — rendered ineffectual, and monopolistic or 
^mi-monopolistic conditions are created, the public naturally be- 
ik)nies suspicious and looks for some means of protecting what 
It conceives to be its interests. 


But in our view this very proper objective is not to be secured 
these days by mere attempts to restore the old conditions of 

i impetition, which often involve waste and effort, the uneconomic 
iplication of plant or equipment, and the impossibility of adopt- 
g the full advantages of large-scale production. 

In modern cotiditions a tendency towards some degree of 
onopoly in an increasing number of industries is, in our opinion, 
levitable and even, quite often, desirablfe in the interests of 
ficiency. It is, therefore, no longer useful to treat trusts, 
rtels, combinations, holding companies, and trade associations 
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as inexpedient abnormalities in the economic system to be pre- 
vented, checked, and harried. The progression from purely 
private individualistic enterprises to the Public Concern is one of 
endless gradations and intermediate stages. We believe that there 
is still room at one of these intermediate stages for large-scale 
enterprises of a semi-monopolistic character which are run for 
private profit and controlled by individuals. We must find a 
place for such enterprises within our national economic system 
and create an environment for them in which they can function 
to the public advantage. 

Semi-monopolistic positions are the consequence partly of 
tariffs, partly of technical economies, partly of the risk of over- 
production if competition were to be left entirely unregulated, 
but most of all, perhaps, of marketing advantages created by 
established goodwill, advertisement, patents, or a control over 
retailing and other links in the chain of distribution. Partial 
monopoly of the latter kind is governed by the consideration that 
it is extremely valuable, that a change in the attitude of the public 
may destroy it, and that, if it is destroyed, a large amount of 
money which has been spent in building it up will be totally lost. 
Thus we have to-day a considerable number of semi-monopolies, 
built up on the possession of markets, which are held, so to speak, 
subject to good behaviour. A monopoly thus held in check by its 
inherent vulnerability may often serve the public well and offer 
many of the advantages of free competition simultaneously with 
the economies of concentration. 

Now, the necessary condition for the right use by the con- 
sumer of his ultimate weapon against this type of combine, 
namely, his power in the last resort to carry his custom elsewhere, 
calling into being, if necessary, an elsewhere to carry it to, is 
Publicity. Publicity will protect the combine from unfair 
criticism on the part of the public and from blackmail by other 
powerful interests (by the Press, for example), and it will protect 
the public by keeping them informed of any case where there is 
occasion for them to put forth their ultimate weapons of repri.sal. 

I. , Public Corporations 

For the control, therefore, of large-scale concerns, other than 
transport and public utilities, it is on Publicity that we propose 
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mainly to rely. With this object, we suggest a further differentia- 
tion within the category of Public Companies, which may also 
assist the solution of some of the problems arising from diffusion 
of ownership as well as those of monopoly. 

We propose that within the category of registered Public 
Companies there should exist a special class of Company to be 
designated Public Corporations. 

The distinction between ordinary Public Companies and 
Public Corporations should depend partly on their size, 
partly on the degree of diffusion of their ownership, but mainly 
on their preponderant position in their own industry or trade. 
Our suggestion is that at the discretion of the Board of Trade 
(which should not be exercised as a rule in the case of com- 
panies operating mainly abroad) a Public Company may be 
required to register as a Public Corporation provided: 

(1) Its balance-sheet assets exceed (say) £1,000,000; 
and 

(2) It controls, directly or indirectly, more than (say) 
50 per cent, of the output or of the marketing of a product 
within Great Britain. 

Whilst it would be difficult to estimate the total number of 
companies .satisfying these two conditions, we should be surprised 
if the Board of Trade would find reason to exerci.se its discretion 
in the case of so many as 50 concerns at the outside. 

We should add that a Private Company, controlling or con- 
trolled by a Public Company or Corporation, should have the 
same status as the Public Company or Corporation, and that large 
Private Companies and other concerns possessing assets in excess 
of a stated amount .should be subject to the same provisions as 
Public Companies in respect of publicity. 

A Public Corporation should be required to conform to con- 
ditions appropriate to what is in fact a semi-public concern. It 
should be subject to inspection at intervals under direction of 
the Board of Trade, with powers to the latter to investigate and 
to publish a report on its rate of profit on the capital employed, 
its rate of profit on turnover, its provision for depreciation, the 
imount of profit placed to reserve, the remuneration of its higher 
:>fficials, the extent, if any, of its monopoly^ and the terms of any 
igreements as to prices or rates of output with kindred concerns, 
."urther, it might be required, at the discretion of the Board of 
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Trade, to prepare approved schemes of profit-sharing or of 
workers’ representation. 

We consider that, in the event of abuses coming to light, the 
procedure of investigation and control recommended by the Com- 
mittee on Trusts in their Report, published in 1919, should be 
followed. In the opinion of this Committee, the Board of Trade 
.should be charged with the duty of obtaining from all available 
sources information as to the extent and development of com- 
bines, associations, and agreements having for their purpose or 
effect the regulation of prices or output, particularly in so far as 
such organisations tend to create monopolies or bring about the 
restraint of trade. If the activities of these organisations lead 
to complaints, the Board of Trade is to make a preliminary 
investigation; if the Board finds it impossible to secure the 
necessary information, or if a prima facie case is made out against 
such organisations, the Board is to refer the matter to a Trust 
Tribunal. Such a Tribunal will be set up for purposes con- 
nected with the investigation and control of combines and asso- 
ciations; and after making an inquiry, and, if necessary, com- 
pelling the production of books and taking evidence on oath, 
shall publish such facts, if any, as prove that acts injurious to 
the public have been committed. It will then be the duty of 
the Board of Trade to make recommendations as to State action 
for the remedying of any grievances which the Tribunal may 
find to be established. In our opinion, the recommendations 
made by the Board might, in exceptional circumstances, include 
the control of prices. 

2. International Cartels and Combines 

There has been a tendency in the last two or three 
years in foreign countries to take the view that while fighting 
for trade by means of tariffs is admittedly a failure and a damage 
to everybody, it is not enough to leave the sharing of the world 
trade merely to competition. In a few cases, notably the iron 
and steel industry, the abnormal development of plant means 
that in open competition there must be a keen rivalry and cutting 
of prices for many years to come before equilibrium is re- 
established between production and demand, and that in the mean- 
time temporary and aciventitious circumstances, such as exchange 
fluctuations, may in fact determine who it is that gets the trade. 
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It is claimed that a rational division of trade between nations 
will conduce to efficiency and cheap production by getting rid of 
violent fluctuations in output and by making possible specialisa- 
tion of plant. There is a strong case to be made on paper for this 
move, but recent experience has shown that international indus- 
trial agreements are very difficult to make, that they are readily 
broken, and that they are only practicable in a limited number 
of industries with comparatively simple products. Moreover, 
there is always a danger that agreements of this kind may be de- 
signed to restrict production and taise prices rather than to pro- 
duce a large output efficiently at low prices. The Labour represen- 
tatives at the Economic Conference (Geneva, 1927) .were ready 
to accept the development of international agreements, but were 
anxious to set up some form of international control. In practice 
these agreements are too indeterminate, the law of different 
countries on monopolies is too varied, and the machinery of 
international control too cumbersome to make it practical at this 
stage to set up such an organisation. In our judgment, agree- 
ments of this kind might be helpful in preventing industrial fluc- 
tuations, and should not be indiscriminately attacked. But they 
are capable of developing into dangerous monopolies, and should 
be closely watched. The best remedy against the abuse of such 
agreements is, as in the case of national agreements, full publicity. 

3. Te.-vde Associations 

Quite apart, however, from combinations within the Com- 
panies Acts with which we have been dealing above, Trade Asso- 
ciations are assuming an increasingly important place in the 
economic .system. We think that in many ways this movement 
is to be welcomed, and that the Trade Association developed on 
sound lines may play an important part in improving the efficiency 
of private enterprise. 

But it will be impossible to deal adequately with the 
practical problem of monopoly, as it actually presents itself in 
modern conditions, unless we take express account of these Asso- 
ciations. For probably, the majority of cartels and price rings 
fall under the category of Trade Associations, in the sense in 
which we are about to define the latter, and not under that of 
Public Companies or Corporations. It is important, therefore, 
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that these Associations should be brought forth from the privacy 
in which many of them flourish at present, and should be given 
a definite status. 

Trade Associations are xAssociations of Traders, Producers, 
or Employers formed for any of the purposes of — 

(1) Scientific research and the co-operative supply of 
information to its members; 

(2) The collection of trade statistics from its members; 

(3) Legal advice to its members and the drafting of 
standard forms of contract; 

(4) Joint advertising or joint marketing; 

(5) The control of output; 

(6) Price policy ; 

provided the members of the Association preserve their separate 
identity, and are not financially controlled by the Association. 

We propose that when a Trade Association comprises more 
than 50 per cent, of a trade or industry, or a section of a trade 
or industry, whether national or local, it may become a recog- 
nised or incorporated Association, on the initiative either of 
the Board of Trade, which shall have a discretionary power 
to require incorporation, or of the Association itself applying for 
incorporation. 

An incorporated Trade Association shall be subject to the 
following rules : 


(a) Publicity 

The Board of Trade shall be kept informed of the pro- 
ceedings and decisions of such an Association and of any instruc- 
tions issued to its members, and shall have a right to send a 
representative to the meetings of the Association, if it desires to 
do so. In short, the Association must conduct its business in the 
eyes of the Board of Trade, which shall have power to publish 
any information of public interest or importance. 

(&) Statistics 

Where the Association is prepared to make itself responsible 
for the collection of statistics, the Government Statistical Service 
(see Chapter XI bel6w) should in general obtain its trade 
stati-stics through the Association and with its collaboration. In 
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any case, where an Incorporated Association is prepared to make 
itself responsible for the collection of certain statistics, the Board 
of Trade may issue an order, at its discretion, to make the 
supply of these statistics compulsory on all members of the trade, 
whether within the Association or not. 


(c) Power to enforce Association Rules throughout the Industry 

We think that cases may arise in which it is in the legitimate 
interests of a trade or industry that a small minority shall be 
required to conform to the rules which the majority have decided 
to impose on themselves. There was a case in point in the recent 
report of the Committee on Co-operative Marketing in the Coal 
Industry, where the majority was of the opinion that if, in any 
district, 75 per cent, of the mines were ready to conform to joint 
selling arrangements, such arrangements should be enforced on 
the minority. Whilst the reasonable rights of a minority are 
often a valuable safeguard and should be carefully protected, 
Ave think that there should be some provision, subject to due 
reserves, for enforcing generally in certain cases, rules set up by 
a self-governing body Avithin an industry for the general benefit 
of that industry. 

We sugge.st, therefore, that, Avhere an Incorporated Associa- 
tion can show that 75 per cent, of those affected are in favour of 
a trade rule or instruction and that there is no difficulty in deciding 
who would be brought under the rule if it Avere to be applied 
generally, the Association shall have the right to apply for powers 
to issue an order enforcing the rule in question on all members 
of the trade or industry^ or of the appropriate section of it, 
whether within the Association or not. Such enforcements might 
have either a local or a national application. In granting, Avith- 
holding, or confirming such an order, the Board of Trade 
sh'^uld take account of the public interests, the interests of con- 
.sumers (including any expression of opinion by associations 
representing them), and the interests of employees (including any 
expressions of opinion by their Trade Unions). 


In conclusion, we Avould reiterate the idea Avhich has been 
running through this and the preceding chapter, namelv, that 
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the divorce between responsibility and ownership worked out by 
the growth and development of Joint Stock Companies, an event 
which has occurred since the dogmatic ideas of Socialists took 
shape, together with the prominence of legitimate tendencies 
towards combinations, cartels, and Trade Associations, provide 
one of the clues to the future. Private enterprise has been trying 
during the past fifty years to solve for itself the essential problem, 
which the Socialists in their day were trying to solve, namely, how 
to establish an efficient system of production in which management 
and responsibility are in different hands from those which ^ovide 
the capital, run the risk, and reap the profit, and where the usual 
safeguards of unfettered competition are partially ineffective. 
Private Enterprise has had the great advantage over theoretical 
Socialism of being able to put forth a considerable range and 
variety of systems and to try them out in practice. 

Private Enterprise by itself has, indeed, far from succeeded 
in finding an entirely satisfactory solution, but, in combination 
with the hand of the State (which has slipped in much more often 
than either theorists or the public have recognised), it has provided 
us with a fine laboratory and many experiments, the results of 
which, for good and, sometimes, for evil, we are just beginning 
to reap. The task of modern statesmanship is to take full 
advantage of what has been going on, and to discern in the light 
of these manifold experiments which ideas are profitable and 
which unprofitable. 
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CHAPTER IX 

THE NATIONAL SAVINGS 

I N Book 4 we shall set forth a considerable programme for 
the development and reconstruction of the national resources. 
This programme will only be practicable if, pari passu with it, 
we are able to mobilise the national savings. In this chapter we 
examine the existing machinery for the direction of the flow of 
the new savings of the country. We consider that it is capable 
of improvement ; and we propose machinery by which the large 
sums which will come forward annually for capital investment 
under the general direction of the Treasury may be made avail- 
able for our Programme of National Development. 

I. The Existing Machinery 

The best authorities estimate that the aggregate new savings 
of the country now amount to about £500,000,000 annually. We 
will preface our proposals with a short account of the auspices 
under which this flow is now directed into actual capital invest- 
ment. 

(a) Capital Expenditure Authorised or Incurred by Public 
Authorities 

I. There are, first of all, the capital expenditures directly 
financed out of funds under the hand of the Treasury. Apart 
from capital outlays paid for directly out of the Budget, such 
as the Road Fund, which we have dealt with in detail above, there 
are the capital resources raised for the Post Office, Telegraphs 
and Telephones,^ and those administered through the Local Loans 
Fund. The latter is a revolving fund vested in the National 
Debt Commissioners. The resources available for new advances 
out of this fund are derived partly from issues of Local Loans 

^ Additional capital resources raised for the Telephones in 1926-7 amounted 
to ;£i 1,000,000, out of which capital expenditure amounted to ;£io,5oo,ooo. 
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Stock and partly from Sinking Fund payments received in respect 
of previous loans. The amount of Local Loans 3 per cent. Stock 
outstanding on March 31, 1927, amounted to about £305,000,000. 
The volume of new advances has been recently as follows : 


TABLE 19 

LOCAL LOANS FUND— ADVANCES 


1920- 1 

1921- 2 

1922- 3 

1923- -4 

1924- 5 

1925- 6 

1926- 7 


£31.347.000 

50.651.000 
I 3*^^89,000 

6,642,000 

15*926,000 

29.231.000 

37.204.000 


Compiled from the Aiuiual Accounts of the Local Loans Fund. 


These advances are much larger than what was usual before 
the War, the annual amounts between 1910 and 1913 averaging 
about £4,500,000. They are effected through the Public Works 
Loans Board, which was founded in 1817 and reorganised in 
iSyS) to lend money, at rates fixed by the Treasury, to County, 
Borough, District, or Parish Councils “ for the purpose of works 
of permanent character and public usefulness.” Most of the 
loans in recent years have been made under the Housing Acts. 
But many other objects are eligible. Certain Housing Companies 
and Associations under the Town Planning Act are also entitled 
to borrow, loans to the former having amounted altogether to 
to the latter to £288,000 (all to Welwyn Garden 
City). Loans to individuals against property under the Agri- 
cultural Credits Act, 1923, have amounted to £4,128,000. 

The Local Loans I'und is thus a central fund which can be 
tapped, through the lending departments, by Ixical Authorities, 
and other bodies which are statutorily empowered to borrow in 
this way. The administration of such loans, decisions about 
the security which is offered, and so forth, are in the hands of 
the Lending Departments, subject to statutory regulation. The 
National Debt Commissioners are merely the custodians of the 
Local Loans bund, and cannot refuse to make advances when 
the Lending Departments produce proper authority. The Fund 
has been used in the pa,st mainly for social purposes. There are, 
however, a few exceptions to this, such as certain small advances 
under the Electric Lighting Acts, the Light Railways Act, and 
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the Tramways Acts, advances which have been for industrial or 
quasi-industrial purposes. In the case of nearly all these 
advances, the Treasury makes a charge for its guarantee, exacting 
a slightly higher rate of interest, generally not more than ^ per 
cent., from the Local Authorities than that at which it is itself 
borrowing. 

2. In recent times, under the Trade Facilities Acts, which 
have now expired, loans have been raised for approved purposes 
on behalf of private concerns but with the guarantee of the 
Government. ‘ Between 1921 and March 31. 1927, 162 
guarantees were given for an aggregate amount of £74,251,780, 
as follows : 

TABLE 20 

TRADE FACILITIES ACTS— SUMS GUARANTEED 


Ships 


So. of 
Gnaraniers 

• 47 

Amount. 

£20,700,585 

Shipyards . 


4 

2.643.345 

Electricity — Overseas . 


II 

8,380,000 

Electricity — At Home 


10 

6,874,600 

Canals, Docks, and Sewerage 

13 

1,907,000 

Overseas Railways 


5 

6,230,000 

Underground Railways 


5 

12,583,000 

Miscellaneous 


50 

12,423,250 

Sugar Factories . 

• 

8 

2,420,000 



162 

£74.251,780 


Compiled from Trade Facilities Acts, 1921-6 ; Quarterly Statements, eted' 


No charge was made by the Government for any of these 
guarantees. 

3. The larger municipalities and County Councils borrow 
direct and not through the Local Loans Fund. The capital sums 
they have raised in recent years have been as follows : 


TABLE 21 


LOCAL AUTHORITIES— NEW CAPITAL ISSUES 


1909-13 (yearly average) 

1920 

1921 

1922 

1923 

1924 

1925 

1926 


£2,06^,000 

46.571.000 

19.004.000 

ml 

10.265.000 
• . 21,329,000 

41.834.000 
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4. Loans guaranteed by the British Government, such as ( 1 ) 
and (2) above, and municipal and county loans, such as (3) 
above, are eligible for investments by trustees under the Trustee 
Act. In addition, certain other classes of loans are also scheduled 
under this Act. The prior securities of British railways are here 
included, subject to certain conditions; also the shares of the 
Bank of England, but no other obligations of Parliamentary 
Corporations or of ad hoc Public Boards except those of certain 
Parliamentary Corporations for the supply of water. This last 
exception is, for obsolete reasons, subject to such conditions that 
it covers only a small percentage of the Water Boards of the 
country. For example, the direct obligations of the Metropolitan 
Water Board are excluded from the privileges of the Act, and 
the obligations of the Port of London Authority are likewise 
excluded. Nevertheless, since the Trustee Act covers loans raised 
by the Government of the Dominions, the Crown Colonies, or 
India, in which countries many of the services which are provided 
in Great Britain by Public Boards are provided by the State, it 
follows that funds raised for various public utilities in Australia, 
East Africa, or India, for example, are eligible for the privileges 
of the British Trustee Acts, whilst funds raised for identical pur- 
poses in this country are not. 

Overseas loans raised under this Act in recent years have been 
as follows: 


TABLE 22 

TRUSTEE LOANS TO DOMINIONS. INDIA, AND CROWN 

COLONIES 

{£ million <) 


The Dominions, Crown Colonies, 

1921. 

1922. 

1923. 

1924. 

1925. 

and India. .... 

750 

73'2 

73*2 

69-3 

46-2 


Compiled from the Stock Exchange Official Intelligence, 


We regard the present provisions of the Trustee Act as 
highly anomalous and we make proposals for their amendment 
below. 

5. The above headings complete the list of specific outlets 
for new capital expenditure directly influenced by central and 
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local authorities. But apart from these outlets, there are large 
sums annually accruing in tjje hands of the Treasury or the 
National Debt Commissioners or other official bodies, available for 
investment in some shape or form. A part of these funds is in 
fact employed in the above-named outlets, for example, in financ- 
ing the Telephones or the Local Loans Fund. The balance is 
employed in Ways and Means advances to the Treasury or in 
the purchase of Government securities in the market. The most 
important of these are : 

(a) The balance of the Sinking Fund after deducting that 
part of it which is earmarked for the cancellation of specific 
securities. The part thus earmarked is a fluctuating amount 
between £30,000,000 and £40,000,000 per annum, so that with a 
Sinking Fund of £50,000,000 per annum the unearmarked 
balance is £10,000,000 to £20,000,000. 

(b) The annual increments of the Post Office Savings Bank 
and Trustee Savings Banks. The total deposits in these institu- 
tions have amounted in recent years to the following sums : 


TABLE 23 

SAVINGS BANKS— DEPOSITS 


{£ millions) 


End of Year. 

Post Office 
Savings Banks. 

Trustee Sailings 
Banks. 

Total. 

1919 . 

266*3 

71*9 

338-2 

1920 . 

266-5 

75*1 

341-6 

1921 . 

264*2 

731 

337-3 

1922 . 

268*1 

75-8 

343-9 

1923 . 

273*1 

79-6 

352-7 

1924 . 

280*4 

82-3 

362-7 

1925 . 

285-5 

83-4 

3689 

1926 . 

283-7 

82*0 

365-7 


[Note . — In the case of the Post Office Savings Bank, these figures include the 
whole of Ireland up to the end of 1922, and Northern Ireland from 1923 onwards. 
In the case of Trustee Savings Banks the whole of Ireland is included throughout.) 

Compiled from the Statistical Abstract of the U.K, 

In addition to these deposits, securities^ are held for depositors 
by the Post Office and Trustee Savings Banks, having a value 
of about £215,000,000. 
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These figures show that the Post Office Savings Bank is now 
a dead-alive affair, as compared, ^pr example, with the German 
Savings Banks, either before the War or since the conclusion of 
the inflation period. 

The failure of the British Savings Bank deposits to show an 
adequate growth is doubtless due in part to the competition of 
National Savings Certificates. We should have supposed, never- 
theless, that even so the Savings Bank deposits ought to increase 
by some figure approaching £50,000,000 a year if they were 
properly encouraged by propaganda, easy facilities, and, we should 
add, a satisfactory rate of interest. With reference to the last- 
named consideration, it is not generally known that the Treasury 
is at present crediting the Budget under miscellaneous receipts 
with a sum which in 1926-7 amounted to £2,812,000 out of 
the profits which arise from the fact that Post Office depositors 
are only paid 2| per cent. A further sum is used to strengthen 
the financial position of the Savings Bank, mainly to write off 
depreciation on securities incurred many years ago before most of 
the present generation of depositors were concerned. Thus it 
would seem that the Savings Bank could afford to pay 3^ per cent, 
to its depositors instead of 2} per cent. We doubt if this pro- 
fiteering out of the exiguous intere.st of the very small inve.stor 
is a desirable source of revenue. 

(c) The accumulated assets of the Insurance Funds. Kccently, 
the Unemployment Insurance Fund has been in debt, but in 1920 
its surplus amounted to £21,825,600. The totals in recent years 
of the Flealth Insurance J'und arc given in Table 24. 

The extension of its scope under the legislation of 1926 will 
lead to a much greater accumulation in the course of the next few 
years. This will include the Equalisation Fund of £9,000,000 a 
year established under the Widows’, etc., Pensions Act. 

(d) The investments of the Currency Note Account. These 
are now more or less stationary in amount at a total between 
£235,000,000 and £245,000,000. 

(e) Funds in the hands of the High Court, etc. 

Thus, Government Departments hold or administer directly 
or indirectly as.sets under the above headings (b) to (e) approach- 
ing in the aggregate £^1,000,000,000. We do not see why, in 
future, with proper facilities for small savings, the increment of 
this aggregate should not reach at least £50,000,000 per annum. 
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TABLE 24 

NATIONAL HEALTH INSURANCE— ACCUMULATED FUNDS 

I 


1919 

1920 

1921 

1922 

19^3 

1924 

1925 

192G 


71.882.000 

81.443.000 

92.231.000 

100.437.000 

109.439.000 

125,089,000* 

126,388,500! 


* The 1925 to£al was originally ;£i,447.5oo larger than the figure given above. 
The reduction is due to the transfer of ;|ri, 100,000 to the Exchequer from the 
Navy, Army, and Air Force Fund under the provisions of the Economy (Mis- 
cellaneous Provisions) Act, 1926 ; to a net reduction of ;^34G,ooo consequent on 
the severance of the National Health Insurance system in the Irish Free State ; 
and, as to the balance, to minor accounting adjustments. 

t At the end of 192O the accumulated funds of the Health Insurance system 
were held as follows : 


Invested with the National Debt Commissioners . . . 69,402,800 

Invested by or on behalf of Approved Societies . . . 54,216,200 

Cash at Bank ......... 158,800 

Cash in hands of Approved Societies and Insurance Companies 2,610,700 


388,500 


Compiled Jrom ike Staiisiical Abstract fur 1925 (Cmd. 2849 of 1927), p. 56, 
and (for 1925 and 1926) /rom the Eighth Annual Report of the Ministry of Health, 
pp. 272-3, 279-80, and the Eighth Annual Report of the Scottish Board of Health, 
PP- 358-9. 

(b) Capital Expenditure organised by Private Enterprise 

We come next to the machinery for investment wholly organ- 
ised by private enterprise. 

1. The most important and the most useful of current methods 
consists in the building up of the capital assets of joint-stock 
companies and private traders by the retention of profits within 
the business. For the year 1924 this type of saving has been 
estimated on the basis of material in the hands of Inland Revenue 
(given in evidence to the Colwyn Committee) at no less than 
£194,000,000. This is, in fact, the main source of new funds 
for the development of industry and trade. 

2. Expenditure upon the building and equipment of houses, 
etc., out of public funds, the private capital of individuals, and 
through the agency of those valuable institutions, the Building 
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Societies, amounts in most years to a very substantial sum. The 
following table shows the numbe%of dwelling-houses erected in 
each of the last four years : 

TABLE 25 


HOUSES BUILT, 1924-7, (ENGLAND AND WALES) 


Year ending 

March 31s/. 

State Assisted. 

Unassisted. 

Total 

1924 . 

1 8,664 . 

67.546 

86,210 

1925 . 

67,669 

69,220 

136,889 

1926 

106,987 

66,439 

173.426 

1927 . 

153.779 

63,850 

217,629 


Extracted from Eighth Annual Report of Ministry of Health. 


This is an average of about 150,000 houses a year, and must 
represent a capital expenditure of not less than £75,000,000. 
Part of this total overlaps, of course, with expenditure out of 
the Local Loans Fund and Municipal Loans. 

Other buildings, including shops, hotels, farm buildings, 
schools, factories, and warehouses, the financing of which partly 
overlaps with investment under other headings (e.g. i above), 
represent about £30,000,000 in each year. If we make some 
allowance for improvements to existing buildings and for the 
furnishing and equipment of new houses, we have a grand total 
of some £120,000,000 a year. 

3. The third chief category of new investment is that made, 
otherwise than to Public Bodies included under (a) above, under 
the auspices of and by the advice, influence, and solicitation of 
Insurance Companies, Investment and Financial Trusts, Issue 
Houses, Underwriters, Stockbrokers, bucket-shops, and (increas- 
ingly) newspaper publicity. Savings invested in this way flow 
on a substantial scale (say, £70,000,000 per annum), into loans 
to Governments and Public Utility Undertakings abroad (includ- 
ing Overseas loans under the Trustee Acts), a smaller but prob- 
ably more lucrative proportion (say, £25,000,000 to £30,000,000 
per annum) into more speculative foreign undertakings in Rubber, 
Oil, Mines, and the lijce, and the balance (say, £60,000,000 to 
£70,000,000 per annum) into miscellaneous British industries. 
By no means the whole, however, of the last item represents new 
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capital over and above those items already gfiven. A great deal 
of it represents the sale to the investor of businesses of which the 
capital has been already accumulated by one of the other methods 
catalogued above. 

If we are to risk a rough guess at the proportionate import- 
ance of the different channels through which new savings are 
invested, then, taking £500,000,000 as their total amount, we 
should say that the figures are roughly as follows : 


(i) Under the influence of the Government 

(Central and Local), including repay- 
ment of Government external debt, the 
Road Fund, Telephones, and Local Loans 
Fund, and capital expenditure by Local 
Authorities ..... 

(ii) Through the accumulation of reserves by 

the retention of profits within existing 
busines.ses ..... 

(iii) Dwelling-houses and their equipment, other- 

wise than by Public Authorities or under 
other headings ..... 

(iv) Through increased Bank loans and advances, 

etc. (net) . . . . . 

(v) Through the New Issue Market for new 

capital expenditure at home not covered 
by previous headings and excluding ex- 
changes of existing capital through the 
machinery of the New Issue Market 

(vi) Through the New Issue Market and the 

Stock Exchange for investment abroad 
(net) ...... 


£90,000,000 ^ 

£195,000,000 

£65,000,000 

£25,000,000 

£25,000.000 

£100,000,000 


Each of these items may be subject to considerable fluctuation 
from one year to another. But this table will serve to give a 
good general idea of the channels through which the savings of 
the country are distributed. The reader will understand that this 
is not a classification of the sources of savings, but of their outlets', 
though in the case of (ii) the outlet is closely associated with the 
source. 


1 In 1926 this figure probably exceeded ;£i 00,000,000, whilst the total under 
(ii) must have been less on account of reduced profit through the strikes. 
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For the fruitful direction of savings under the headings (ii), 
(iii), and (iv) we have no criticisms. We are not so well 
satisfied as to the machinery for New Capital Issues under (v) 
and (vi). Two possible grounds for criticism arise. First, as 
regards the interests of the investor himself. Whilst there are 
undoubtedly opportunities for the financial shark, quantitatively 
the volume of undesirable new issues is relatively small. On 
this count, therefore, we do not wish to make any concrete 
suggestions except that there should be some legal limitations on 
the amount which may be expended in commissidns, brokerage, 
and advertisement in the flotation of a new issue, so as to limit the 
amount which can be expended on pushing second-rate wares on 
the public; and that, if possible, some check should be put on the 
activities through the post of outside brokers who are not members 
of any recognised Stock Exchange. 

Secondly, there is the question of the right distribution of 
savings in the national interest between investment abroad and 
investment at home. So far as industrial, agricultural, and 
mining overseas enterprises are concerned, we think that the 
freedom of foreign investment has in the past greatly increased 
the national wealth and is increasing it now. We see no reason 
to do anything but encourage the trading, business, and pioneer- 
ing private enterprise of British citizens abroad. We also think 
that in the Railway Age, the development of foreign and colonial 
railway systems abroad out of British capital, when British 
materials, British savings, and British engineering enterprise were 
opening up the world for the supply of food and raw materials, 
was greatly in the interest of this country as well as of the world. 
But we are more doubtful whether, at the present time, the 
existing machinery for investment necessarily preserves the 
correct balance between expenditure on Public Utilities at home 
and loans for similar purposes abroad to Government, Provinces, 
Municipalities, and other public bodies in foreign countries and 
in the Dominions. Our constructive proposals below will be 
based on the assumption that the development and expansion of 
tran.sport facilities, public utilities, industries, housing, and agri- 
cultural equipment at home should be a first charge on the national 
savings, and that only the surplus, after the satisfaction of all 
reasonable domestic requirements under these headings, should 
be made available to ptiblic bodies .abroad. We think it possible 
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— we cannot say more until the whole matter has been 
explored in detail from the practical point of view — ^that it might 
be to the advantage of the country if (say) £50,000,000 less 
were lent each year to public bodies abroad and £50,000,000 more 
were devoted to the development of the national resources and 
equipment at home. We think that such a reduction of lending 
on our part would no longer exercise the same harmful effect, 
now that the United States is in the field as an alternative, and 
indeed an eager, international lender, as it might have done in 
days when a loan which London .would not float might not be 
floated at all. 

2. A Proposed Board of National Investment 

We think that, even apart from the programme of development 
proposed above, the national efficiency would be increased if 
we were to take stock of the position annually and consider as a 
whole the capital expenditure which is being currently incurred 
under some form or another of public authority. We think 
that the funds available for such purposes should be pooled and 
that no desirable development should be postponed so long as 
a margin of savings exists to finance it. We suggest, therefore, 
that there should be prepared annually a Budget of Capital 
Expenditure, on some such lines as have been followed for many 
years past by, for example, the Government of India, setting 
forth on the one side the developments to be financed during the 
year, and on the other side the sources from which funds will be 
available. 

With this object in view, we propose that there be established 
a Board of National Investment. This Board should take over 
the functions of the National Debt Commissioners and of the 
Public Works Loans Board and also certain additional duties 
to be outlined below. It should be a subordinate department of 
the Treasury subject to the authority of the Chancellor of the 
Exchequer, who should make periodic statements to Parliament 
and give opportunities for discussion. 

All capital resources accruing in the hands of Government 
Departments should be pooled in the hand.^ of this Board, includ- 
ing, inter alia, the assets of the Post Office Savings Bank and of 
the Insurance Funds, and the repayment by way of amortisation 
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of funds previously advanced. In addition the Board should be 
authorised to issue, when necessary, either for cash subscription 
or in substitution for existing Dead-weight Debt, National Invest- 
ment Bonds (as they might be called) having a Government 
guarantee. 

Out of this pool there should be financed new capital expendi- 
ture by all central, local, or ad hoc official bodies, by means of 
advances precisely on the lines of those now made from the 
Local Loans Fund. That is to .say, the scope of the Local Loans 
Fund should, in effect, be extended so as to cover the Post 'Office, 
the Road Board, all Local Authorities, instead of some only, and 
also ad hoc Public Boards. 

Repayment, as in the case of the Local Loans Fund, would 
take the form of annuities, to include interest and sinking fund, 
spread over an appropriate number of years having regard to the 
character of the expenditure: the rate of interest charged being 
calculated slightly above the rate which the Board of National 
Investment must itself pay, the excess varying — again, as in 
the case of the Local Loans Fund at present — ^^vithin moderate 
limits according to the status of the borrower and being placed 
to reserve to meet possible defaults. There would, of course, be 
many other technical details which it is not necessary to enter 
into here. 

Such advances would have to be approved in accordance with 
a programme, on the advice, where necessary, of the appropriate 
Department, as, for example, the Treasury or the Ministry of 
Health. 

The Board would have regard in drawing up this programme 
to the amount of the resources automatically flowing into the 
pool, to the state of the investment market and the demand for 
National Investment Bonds, to the urgency and importance of 
the demands upon it for advances, and to the state of employment. 
The methods and aims of such a Board would necessarily be a 
matter of gradual evolution. We think that the Board should 
pay special attention to the provision of Bonds of a type suitable 
to the small investor, and that in this connection the Post Office 
Savings Bank should be reorganised on terms more favourable 
to the depositor ; for we believe the Post Office Savings System 
is capable of great ex*pansion if the terms are improved and 
popularised. 
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We should not necessarily limit the advances to be made by the 
Board of National Investment to the above categories. The Board 
should also be authorised to advance funds for new capital 
improvements to railways or other Parliamentary companies on 
terms to be mutually agreed, and also, exceptionally where special 
arguments of national advantage could be adduced, to any other 
Public Company, on the lines of the Trade Facilities Acts. In 
particular, we should welcome advances on approved terms to 
Building Societies and Co-operative Societies, to Garden City 
Companies and to Agricultural Credit Corporations and Land 
Banks. This would not, of course, preclude these bodies from 
also borrowing in the ordinary way. 

In the case of loans to the Dominions, India, and the Crown 
Colonies, which are, at present, admitted as Trustee securities in 
very large volume, we think that in future new loans of this kind 
should not be given the privilege of admission to the Trustee list 
unless they are issued with the approval of the Board of National 
Investment. 

We are, further, of the opinion that the Board of National 
Investment, acting in conjunction with the Bank of England, 
should be given some power of emergency control over the public 
issue in Great Britain of loans to Government and other public 
bodies overseas, such as are already exercised informally by the 
Bank of England, and in the United States by the Treasury. 
These powers should only be used in emergencies or when the 
currency position demands some measure of regulation of over- 
seas issues. Overseas loans to Governments and other public 
bodies should at such times be made only with the permission 
of the Board of National Investment. Unless the loan is for 
the purpose of war or armaments or the borrower is in actual 
default in respect of previous loans, such permission should not 
be given or withheld on any ground except the availability of 
surplus national savings, and it should not imply any opinion as 
to the security or desirability of the loan as an investment. 

We believe that, without any encroachment on the legitimate 
field of private enterprise, the Board of National Investment 
would in time become a factor of the utmost importance in the 
development of the national resources, in particular because it 
would be able to direct investment into prbfitable fields of enter- 
prise at home at preseilt uncared for and incompletely explored, 
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in which the national savings can be employed to the fullest 
economic and social advantage. For we see no reason to antici- 
pate any shortage of savings. Our task is, rather, to ensure that 
no profitable and nationally desirable outlet for them is overlooked 
through deficient organisation, particularly in the important fields 
of development which now tend to be neglected through falling 
somewhere between public enterprises and purely private enter- 
prise. , 

If, in accordance with the recommendation of the Colwyn 
Committee, the Sinking Fund, is increased to £100,000,000 per 
annum, it would be possible to substitute National Investment 
Bonds for Dead-weight Debt up to this amount without adding 
to the aggregate volume of Briti'^h t^nvfTnment loans ; which, with 
funds romitw *'* uiuer sources, might raise the resouicvs of 
the Board to the neighbourhood of £150,000,000 per annum 
altogether. In course of time the annual instalments of 
repayment for loans previously made would double this sum. 
We have here, with the least possible disturbance, an instrument 
of great power for the development of the national wealtli and 
the provision of emploj'mcnt. An era of rapid progress in 
equipping the country with all the material adjuncts of modern 
civilisation might be inaugurated, which would rival the great 
Railway Age of the nineteenth century. 

These arrangements would not interfere in any way with the 
normal operation of the Sinking P'und for the reduction and 
eventual extinction of the Dead-weight Debt — just as this is not 
now affected by the financing of the Telephones or the issue of 
Local Loans stock. The Dead-weight Debt would continue to be 
reduced each year by the amount of the Sinking Fund, and the 
Budget would be progressively relieved of interest charges by a 
corresponding amount. 

It might, however, be advisable, with a view to avoiding un- 
neces.sary expenses, to adopt a technical method, which has been 
long practised by the Government of India. If the Board of 
National Investment needs to borrow funds against the issue 
of National Investment Bonds at a time when the Sinking Fund 
has assets available to purchase Dead-weight Debt for cancel- 
lation (apart from debt to which specific Sinking Funds are 
attached), the double purpose can be served by a transfer of cash 
from the Sinking Fund to the investment account of the Board 
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of National Investment in return for the Board taking over for 
the future the service of a corresponding amount of existing debt. 
The point is purely one of detail. But we feel that the existing 
practice by which the National Debt Commissioners may bfe 
buying up Government stock at a time when some other Govern- 
ment department, e.g. the Local Loans Commissioners, is selling 
new stock in the market may be uneconomical. 

We attach importance to its being clearly understood that the 
work of the Board of National Investment would leave unaffec- 
ted the normal operation of the Sinking Fund, because there is 
too often a confusion between capital outlay for productive 
purposes and the current expenditure which is properly paid 
for by taxation. We shall never succeed in getting economy 
where it is needed, if we encourage the muddle-headed attitude 
which regards capital developments to improve the national health, 
resources, and equipment as suitable objects for “ economy ” just 
as much as expenditure on armaments or administrative waste. 

As regards the effect of capital developments on the rate of 
interest, it may be true that if we were to stop building houses and 
roads and power stations the Treasury, finding fewer competitors 
in the market (apart from overseas borrowers), might be able 
to borrow a little more cheaply. But a project of lowering the rate 
of interest by suspending so far as possible new capital improve- 
ments — in fact, by stopping up the outlets and main purposes of 
our savings — would surely be desperately misguided. Put directly 
perhaps, no one would uphold such a policy. Nevertheless, it 
lurks unrecognised behind much opposition to schemes of national 
development. 
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AN ECONOMIC GENERAL STAFF 

T he problems of modern Government have become more 
numerous and more technical. Parliamentary time, to an 
increasing degree, is occupied by questions which are 
primarily economic rather than political in the older sense of that 
word. Government Departments have been subdivided and new 
administrative bodies have been brought into existence, not be- 
cause of any bias towards bureaucracy, but by the sheer pressure 
of evolution in an industrialised nation. No matter how firm 
the determination of any government to avoid interference with 
industry, it finds itself called upon to remove difficulties from 
its path or to assist it. In any case, it is driven to recognise that 
• in modern conditions its policies necessarily affect industry. 

I. Policy and Peep.arkuness 
Nevertheless, the Cabinet has no body of skilled advice on 
which to depend. The result is that troubles ahead are not 
anticipated, and, when they arrive, solutions to meet them are 
hurriedly improvised. Or, if competent Commissions are 
appointed to study them, their reports come too late. Ministers 
and Departments of State are necessarily concerned in the main 
with daily events and with the task of carrying on. The big 
problems of economic policy are only theirs when they are becom- 
ing ripe to be the subject of actual administration or legislation. 
It is, therefore, a vital need for a modern State to create a think- 
ing department within the Administration, at the elbow of the 
inner ring of the Cabinet, which shall warn Ministers of wha,t 
is ahead and advise them on all the broad questions of economic 
policy. 

As the problems of government becomej more technical, expert 
knowledge on them must be at the disposal of the Government. 
It is not the duty of experts to decide matters of policy. But it is 
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the duty of those who are responsible for important decisions to 
make the fullest use of expert analysis and of expert statements 
as to the results which may reasonably be anticipated from this 
line of action or from that. It becomes more and more clear to 
the student of affairs, and indeed to the public, that many of the 
mistakes and blunders made by Governments are due, not to ill- 
will or prejudice, but to sheer unpreparedness and ignorance. A 
list of the major problems which GoA'ernments holding office since 
the War have had to face illustrates the need of systematic thought 
in advance of -executive decisions.^ There have been problems of 
a new kind as well as of unforeseen magnitude. The cause and 
effects of currency crashes abroad; the policy of returning to the 
gold standard; tariffs and policies of national self-sufficiency; the 
condition and prospects of agriculture; the condition and prospects 
of the staple export trades; the effects of foreign loans; the 
development of the national resources; the housing problem; 
unemployment, — none of these issues have been handled with 
wisdom or foresight or adequate co-ordination of plans. In all 
of them, primary economic issues have been involved. 

Many of them are inter-departmental; and it has not been 
clear whose duty it is to exercise initiative or foresight. What 
is clearly required is that the Cabinet should have at its disposal 
the best advice based on the fullest knowledge, and that the country 
as a whole should know that economic tendencies are not merely 
being recognised when some crisis occurs, but that they are being 
constantly watched and studied, so that the Government of the day 
may have a chance of averting difficulties and of meeting them 
with adequate measures. 

2. A Proposed Economic General Staff 

( I ) Its Duties . — We propose, therefore, as an essential instru- 
ment of better and wiser government, the creation of what, follow- 
ing Sir William Beveridge, we may call an Economic General 
Staff, with duties in general terms as follows : 

(i) To engage in continuous study of current economic 
problems affecting national policy and the development of 
industry and commerce. 

(ii) To co-ordinate and, where necessary, to complete 
statistical and other information reqftired by the Government 
and by Parliament. 
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(iii) To act on its own initiative in calling the attention 
of the Cabinet (or the Committee of Economic Policy 
suggested below) to important tendencies and changes at 
home or abroad. 

(iv) To suggest to the Government plans for solving 
fundamental economic difficulties, such, for instance, as 
measures for stabilising trade conditions, avoiding unemploy- 
ment, and developing national resources. 

(2) Its Importance . — A body of this kind will be useless 
unless it is clothed with great prestige and placed at the centre 
of the administration. In the daily tasks of Government it is 
with the executive and administrative officers that actual power 
inevitably tends to lie. An advisory department is always in 
danger of being frozen out, and being handed all the problems 
to the examination of which it is politic to give some measure 
of lip-service but which do not really matter. The administra- 
tive chief will always endeavour to keep the living problems in 
his own hands, even if he has no time to do them justice. 
Moreover, politicians are generally unwilling to listen to matters 
which arc not yet burning topics in Parliament or the Press. 
There is no Government and no Party which will not be 
prepared to support this idea of an Economic General 
Staff as soon as the notion has caught on as a word 
and a phrase. The difference will lie between the type of 
Government which will be ready to make it a reality and the type 
which will not. Those who believe in an Economic General Staff 
as a reality of high importance will have their work cut out to 
prevent it from becoming an academic body drafting endless 
memoranda, probably excellent memoranda, which nobody reads. 
The Chief of the Economic General Staff must be given a position 
of such power and importance that he can take up the handling 
of any question he chooses with the assurance that the Prime 
Minister and the Cabinet will, whether or not they do what he 
asks, at least listen seriously to what he says. Plis position in 
time of peace must be comparable to the position in time of w'ar 
of the First Sea Lord or the Chief of the Imperial General Staff. 
That is to say, he must be a considerable officer of the State. 
He should hold office for five years at a time and not beyond 
fifteen years in all. 

(3) Its Constitution. — 'I'he Economic General Staff should be 
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closely associated with the Prime Minister and the Cabinet; and 
also, at the same time, with the principal Economic Departments 
of State. We recommend, therefore, that the Economic General 
Staff itself should consist of the Chief and the Deputy Chief of 
the Staff, the Permanent Secretary of the Treasury, and the 
permanent heads (or their deputies) of the Board of Trade and 
the Ministries of Labour,^ Health, and Agriculture. The 
higher personnel of the Secretariat of the Economic General 
Staff should be very few in number, the best experts available, 
and well remunerated on Civil Service standards. 

3. A Committee of Economic Policy 

The existence of the Economic General Staff would facilitate 
a further reform, desirable for its own sake, namely, the estab- 
lishment of a Committee of Economic Policy, which should be 
constituted as a Standing Committee of the Cabinet under the 
chairmanship of the Prime Minister, consisting of the following: 
The Prime Minister, 

The Chancellor of the Exchequer, 

The President of the Board of Trade, 

The Minister of Labour, 

The Minister of Health, 

The Minister of Agriculture. 

All questions of economic and financial policy should be referred 
to this Committee in the first instance. 

The Chief of the Economic General Staff should act as 
Secretary to this Committee. Other members of the Cabinet and 
high officials, including the other members of the Economic 
General Staff, and, for example, the Financial Controller of the 
Treasur)’, the Chairman of the Board of Inland Revenue, the 
Governor of the Bank of England, the Chairman of the Develop- 
ment Committee, etc., would, of course, attend the Committee 
Irom time to time for special purposes. 

We think that much of the work now done by Royal Com- 
missions and Departmental Committees — excellently, in many 
cases, but too late, too slowly, and with indifferent co-ordination 
— ^might well be initiated and organised by the Economic General 
Staff, which should have power, with the assent of the Prime 

' See Chapter XVI I for our proposals on the future of the Ministry of Labour. 
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Minister, to set np Committees, on which outside experts and 
representatives would sit, to report, sometimes for publication 
and sometimes for the private information of the Government, 
on particular problems and projects. The Economic General 
Staff should also have power, with the assent of the Departmental 
Minister concerned, to request any appropriate Department to 
supply it with information or to conduct for it any needful 
enquiry; and it should command an adequate fund to finance 
special enquiries at home or abroad, by individuals outside the 
Civil Service. 

With the Committee of Economic Policy and the Economic 
General Staff, aided by the development of the Government 
Statistical Service proposed in the next chapter, the Government 
of the day, of whatever political complexion, would be far 
better equipped for handling and foreseeing the complex 
economic problems of modern administration. 
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BUSINESS STATISTICS 

A t all times, accurate and quantitative information about the 
facts of production and consumption is necessary to eco- 
nomic efficiency, and the avoidance of loss and waste. But 
three conditions, particularly characteristic of to-day, make it 
more needful than ever: (n) the tendency to overproduction in 
particular directions, and the difficulty, when markets and sources 
of supply are international and the time-interval between the be- 
ginning of the productive process and the date of actual con- 
sumption is considerable, of accurately adjusting demand and 
supply; (b) the ignorance of the investor, who supplies a large 
part of the capital, about the actual profitableness and future 
prospects of different branches of business, and the consequent 
risk that new savings may be directed into wrong channels; and 
(c) the difficulty of proving or disproving the suspicions of Trade 
Unionists that capital is earning an excessive rate of profit, 
sometimes leading to trade disputes which may be founded on a 
misapprehension of the facts. 

I. The Bane of Secrecy 

The improvement of economic information is necessai'y for 
wise intervention or guidance by the State. But it is not less 
necessary for the efficient functioning of individual enterprise. 
It is impossible for individual businesses to pursue a correct policy 
if they do not know in a general way what other businesses are 
doing. We believe that secrecy in business is one of the greatest 
factors of inefficiency in British economic life to-day, particularly 
in comparison with the United States. We think that the Govern- 
ment should take the most drastic and uncompromising measures 
against it, yielding nothing to prejudice end custom. Secrecy 
and the withholding of facts may sometimes benefit an individual ; 
but they can never benefit the community as a whole. 
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The improvement of business statistics may sound a dull 
proposal which no one could make interesting. But is this really 
so? The nationalising of knowledge is the one case for 
nationalisation which is overwhelmingly right. It goes to the 
root of the chief political and social evils of the day. It is the 
lack of it which lies behind much class suspicion, breeding indus- 
trial strife and malicious idleness. It is the lack of it which 
makes possible the acquisition of those great fortunes which arc 
due, not to any real contribution to the common pot, but to the 
private possession and cunning withholding of particulat facts 
which ought to be within the knowledge of all concerned. It 
is the lack of it which breeds the risk, uncertainty, and pre- 
cariousness of business, from which spring, on the one hand, 
unemployment, bankruptcies, and waste, and on the other hand, 
those great fortunes which fall to the not specially deserving 
individuals who are lucky in the lottery. 

2 . Official Statistics — their Present Inadequacy 

Part of our proposals for curing these abuses has been given 
above in the section on Publicity of Accounts in Chapter VII. 
That part which deals with general and collective facts rather 
than with those relating to particular businesses is in j)lace here. 

^ Fifty years ago, in the early days of ofificial statistics, the 
British Board of Trade, largely owing to the influence of Sir 
Robert Giffen, was a pioneer. Now, under the influence of 
misplaced economy, we have fallen far behind, especially in com- 
parison with the United States. This is not due to any lack of 
skill or competence on the part of the officials in charge. The 
Board of Trade, the Ministry of Uabour, and the Board of Inland 
Revenue — to take three outstanding examples — have done 
wonders with the resources at their disposal, with their meagre 
staffs, their curtailed printing bill, and their lack of compulsory 
powers. Nevertheless, the deficiency of vital information and 
the ineffective publication of the information which we have are 
as those who have conducted this Enquiry have learnt to their 
cost-— scandalous and disgraceful. How can capital flow into 
the right channels if no one knows the rate of profit in the 
different branches of, trade? How can Labour be trustful if 
we do not know the real earnings of Capital in any industry? 
How can business men arrange their programmes of production 
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with prudence and success if they do not know the stocks in hand, 
the rates of consumption and of production, and the current output 
of their industry as a whole? How can the State frame a policy 
or deal in a rational and scientific manner with the problem, for 
example, of unemployment, if we do not know the rates of growth 
and of decay in different directions and the actual trend of the 
industrial system? How can economic science become a true 
science, capable, perhaps, of benefiting the human lot as much 
as all the other sciences put together, so long as the economist, 
unlike other scientists, has to grope for and guess at the relevant 
data of experience? 

This is an instance where the wastes of economy have been 
extreme. There is a certain very vocal type of publicist who 
greets every proposal to increase economic knowledge with the 
cry of Government extravagance, of the futile growth of 
bureaucracy, and of the ruin of business men by the filling up of 
unnecessary forms. It is time that these people were told plainly 
that they are enemies of the light and of science and honest truth, 
missionaries of secrecy and suspicion. The task of economic 
illumination is a suitable one for the Liberal tradition. 

It is not necessary or appropriate that we should set forth 
in detail in this plac;- a programme of development for the official 
statistical departments which will be required. But, speaking 
broadly, the measures to be taken can be classified in two classes. 

3. The Full Use of Existing Knowledge 

There are, first of all, those improvements of which nothing 
stands in the way, except the provision of increased resources of 
money and of staff — for example, the more rapid and up-to-date 
publication of data which are already collected. It is notorious 
that many official figures are available too late to be of practical 
use; the prompt issue of the monthly details of imports and 
exports is a signal, but almost unique, example to the contrary, 
which shows what it is possible to do. Nothing but lack of 
funds and of staff has delayed until now the publication of 
the details of the Census of Production of 1924. Much other 
information is collected but not used owing to lack of staff for 
its convenient classification. The figures of unemployment are 
capable of fuller analysis at more fretjuent intervals. The 
evidence of Mr. W. H. Coates, formerly Chief of the Statistical 
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Department of the Inland Revenue, before the Colwyn Com- 
mittee on National Debt and Taxation, gave a glimpse of the 
wealth of material in the hands of Somerset House, the fruits 
of which are not at present available. In giving some figures 
for the rates of profit on turnover at different dates and for 
different trades, he mentioned that some 250,000 different busi- 
nesses are now voluntarily supplying the authorities with full 
particulars of their turnover, etc. A strong statistical depart- 
ment working on the material in the hands of the Inland Revenue 
and gradually improving the quality of the material collected 
might soon work wonders in the illumination of obscure corners 
of the economic field. Other information, again, is collected at 
unduly long intervals. We suggest, for example, that the Census 
of Production, instead of being taken at long intervals, should 
be in operation continuously and that the figures collected should 
be made rapidly available. Some published indices should be 
under continuous revision, instead of being modified at long 
intervals, as, for example, the index number of the cost of living. 
In other cases, estimates which are at present little better than 
guess-work should be put on a sound basis of statistical knowledge, 
as, for example, the several items of the international balance 
sheet, and much of our agricultural statistics. 

Under this same heading falls the publication of aA’ailable 
material at a low price and in a convenient form. W'e think that 
the Stationery Office should revert to the previous practice of 
selling official publications at prime cost. 

4. The Further Knowledge Required 

In the second place, there are a number of new developments 
to be made in the collection of statistics which lie at present outside 
the scope of any particular department. F'or example, stocks of 
commodities, the state of the order books in leading industries, 
the volume of trade, the volume of goods transjiorted, index 
numbers of wage-rates and of hours actually worked, indexes of 
the quantity of electrical power in use, and a large mass of banking 
and monetary statistics which are at present veiled in deep mystery 
and gloom. 

We think that the Economic General Staff should keep an 
eye on the completeness and co-ordination of the information 
collected and on the prevention of overlapping. But we do not 
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propose the creation of a separate statistical Department. The 
detailed work of collecting, arranging, and expounding statistical 
and other information will be better left to the existing Depart- 
ments, which are also concerned administratively with the subject- 
matter of the different categories to be handled. But it may also 
prove advantageous to make as much use as possible of the 
assistance of Trade Associations (as suggested above) and of 
Auditors and Accountants acting through their Institute. 

The State can also do a great deal for industry by educative 
means. Even if all our suggestions for improving the state of 
business knowledge were carried out in full, much would remain 
to be done before this knowledge would be properly used by 
business men. The use of statistics and other information and 
the application of progressive methods to production and 
marketing depends to a large extent on business tradition. It 
is true that the right business tradition cannot be created by the 
State, but nevertheless it is possible for the State to help in 
making it. 
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BUSINESS EFFICIENCY 

I N the foregoing chapters we have made various proposals for 
the reform of the structure of our business organisation. 
Such reforms cannot, of course, supply the mainspring of 
business efficiency. This can only be supplied by business men 
themselves. 


I. British Industrial Leadership 

The most vital factor in our industrial efficiency is the human 
factor: the quality of the manual workers and the quality of those 
who direct their work. We necessarily depend on the capacity, 
alertness, enterprise, and good judgment of those who manage 
our businesses; and in the last analysis the influence of public 
policy is necessarily very limited. 

The efficiency of our business management is often arraigned 
in a sweeping and wholesale way. fl'he average British business 
man is portrayed as much less efficient than his opposite number 
abroad; and it is sometimes suggested that our industrial 
difficulties are mainly attributable to this cause. We do not 
think that such general charges can be sustained. The leading 
place we have won in the development of some of the newer in- 
dustries — ^artificial silk, electrical engineering, and even motor- 
cars — despite the great handicaps imposed (relatively to America) 
by the interruption of the war period, shows that we still possess 
some of the most efficient and enterprising industrial leaders in 
the world; while in .some of the industries which have suffered 
severely in post-war years there are many individual British con- 
cerns of which the organisation and equipment compare favour- 
ably with that of any other country in the world. 

Speaking generally, indeed, the fact that British industry 
affords a materially higher standard of life to its workers than 
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any continental country, and still holds its own in world-markets 
as well as it does, confutes any general assertion that British 
industry as a whole is less efficient than that of our European 
rivals. 


2. Remediabue Inefficiency 

None the less, it is true, we think, that there is much remedi- 
able inefficiency in British industry; and that particularly in flie 
lung-established industries there is too often a wrong tradition — 
individualism instead of co-operation, secretiveness instead of 
publicity, neglect of marketing, indifference and often hostility 
to research. Let us attempt to indicate where, in our opinion, the 
most serious charges of this sort are justified. 

Experience shows conclusively that in an undertaking of 
moderate size, everything depends on the man at the top. He 
controls policy, selects and promotes the higher staff, and sets the 
whole tone of the business. A change in the directing personality 
of a concern very quickly affects the whole organisation for 
good or ill from top to bottom. The success of any concern 
depends on getting the right man to the top, and giving him the 
right incentive and the necessary power. The amazing material 
progress of the Victorian era was due to the combination of 
industrial expansion and private enterprise. The incentive was 
profit; competition ensured that success and power depended 
upon ability ; and gross incompetence was generally eliminated by 
bankruptcy. When industrial conditions are not over-complex, 
competitive industry on these lines has been proved all over the 
world to be the most efficient machinery for cheapening product 
that has yet been discovered. It is particularly good in discover- 
ing and giving opportunities to talent. The weakness of the 
system is its lack of any principle for securing the per- 
petuation of the most efficient leadership, once a business is 
established. The family business passes by inheritance to sons 
or relatives who by no means necessarily inherit the required 
managerial capacity. This tendency is doubly destructive. There 
is the direct loss due to the exercise of administrative powers and 
functions by those unfitted to sustain them. There is the far 
greater indirect loss due to the fact that the promotion of able 
administrators is hampered by the necessity of finding jobs for 
representatives of family or financial interests. Commissions in 
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the industrial army are too frequently awarded by purchase. The 
career open to talent is restricted, and, as the scale of industry 
grows, the alternative of independent venturing presents fewer 
opportunities. 

Under modern conditions, where industrial problems have 
become much more complex and difficult than in the Victorian 
era, the efficiency even of the individual firm often suffers because 
the varied powers and trained abilities required by the directors 
of both small and large busineses are often lacking. The pros- 
pect of professional advancement in accordance with fitness and 
free from favouritism of any kind is the strongest single instru- 
ment at the disposal of industry for securing an adequate supply 
of trained administrators of the right type. Any obstacle to the 
free working of this process is not only undemocratic; it has a 
widespread effect on efficiency by discouraging just those able 
men of all classes who, given opportunity and incentive, would 
develop into the leaders of the next generation. The traditions 
of Victorian individualism have persisted in an age whose needs 
have outgrown them. 

3. The Organisation of Industries as a Whole 

It is not, however, in the affairs of the individual business that 
criticisms of inefficiency have most weight, but rather in the 
general problems of the industry as a whole, which are not the 
formal responsibility of anyone engaged in it, and which are 
therefore apt to suffer from the neglect which is too often ex- 
tended to what is “ everyone's business.” In no country is an 
obstinate prejudice to what is called “ rationalisation ” stronger 
than in Britain. We propose to illustrate the importance of 
rationalisation in industry by three examples. 

Our first is that of the coal industry, which has become 
notorious in recent years. Our collieries are not at present 
working at full capacity. The difference between the best and 
the worst collieries in the cost of producing a ton of coal is 
something like 6s. to 8 j. If the worst collieries could be shut 
down and the remainder worked full time, there would be a 
double saving, firstly, a saving owing to the elimination of these 
collieries, and secondl)f, a further saving by working the remain- 
ing collieries at full or about full capacity. With the coal 
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problem as a whole we deal elsewhere ; we recognise that there are 
difficulties; but there is no difference of opinion in any informed 
section of the community that enormous economies could be 
made. It is the most crying need for rationalisation in the 
country. 

Our second illustration is from the steel industry. This 
industry is in deep depression owing to lack of demand, and most 
of the concerns are losing money heavily. There is one great 
reform that could be made. The cost of rolling steel depends 
on the quantity of any given section that can be rolled. If an 
agreement could be made to distribute the orders among the 
different works in such a way that each would have the most 
continuous possible work on the smallest varieties of sections, 
there would be a substantial saving. It simply means organising 
the industry for mass j)roduction. It is understood that pro- 
posals of this sort have been before the industry for ten years, 
and that everyone agrees in principle that this should be done and 
that great economies would result. No steps, however, seem 
likely to be taken. 

Our third illustration is from the fairly prosperous industry 
of flour-milling. Tleie we have an over-production estimated at 
about 30 per cent., with big mills in the various ports sending 
their flour to all parts of the country with serious overlapping, 
and therefore with heavy unnecessary charges for salesmen and 
for transit. In this case most of the mills are highly efficient, 
and only slight economies would be practicable. But big econo- 
mies are certainly possible if the worst situated and equipped 
mills were closed down and the production concentrated on the 
; best. Here again it is agreed by everybody in the industry that 
big savings could be effected in this way, but in no other wav 
yet nothing is done. 

We have, then, three industries in each of which large 
s.avings could be made merely by rational conduct of the industry 
|as a whole. Every reader who is connected with industry will 
|be able to supply other illustrations. The lack of scientific 
management of industries, as industries, goes right through our 
ieconomic system. An immense amount of time, of thought and 
gbihty IS devoted to increasing the efficiency of the individual 
aconcern— very little to the rationalisation of industry. It is not 
i)nly questions of structure, organisation, and marketing where 
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rationalisation is required. It is also the whole question of tech- 
nical development and the exchange of information — largely de- 
veloped in the United States, but hardly begun here, except under 
the direction of the Ministry of Munitions during the War. There 
are questions of standard costing systems, and of adequate statis- 
tics, to which we referred in the last chapter. There is the whole 
question of standardisation and simplification of types, where 
far-reaching economies are certainly possible in many industries. 

Why has not more been done? There are, of course, technical 
difficulties. Although it is in, some cases easy to' see broadly on 
what lines reforms should proceed, it is always difficult to work 
out a practical detailed scheme. But the main difficulties are 
personal — jealousy and mistrust among people at the top of 
various concerns, vested interests of all kinds, the carrying on 
of things as they are, apathy and lack of imagination to realise 
the importance of reform. Clearly, this is a matter for industry 
itself. 

4. Education for Management and Direction 

The increasing need for reform makes necessary the introduc- 
tion into industry of men with the training and education which 
fits them to wrestle successfully with its problems. The pre- 
judice against University men in business is giving way to a 
growing recognition of their value. In the United States there 
are far more University graduates turned out every year per 
thousand of the population than in this country, and they are 
eagerly taken into industry. The principal administrative posi- 
tions in most industries, both in Germany and America, are filled 
by University men, and there is no doubt that a University educa- 
tion, whatever its merits or defects in other directions, does give 
a wider outlook and a power of understanding the bigger 
problems. The present tendency towards the creation of large 
industrial units is a particular reason for industry to select ad- 
ministrators with the broadest and most highly educated outlook. 
The excellent work done by University Appointments Boards has 
already done a good deal to accelerate the flow of University men 
into business appointments. But there are still far too many 
obstacles. The improvement and extension of the educational 
devices for bringing the best brains of all classes to the Universi- 
ties must be followed up by express arrangements for an avenue 
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from the Universities into the higher walks of business, such as 
has long existed, to the great advantage of the State, into the 
Civil Service. This is particularly important in the case of Public 
Concerns, railways, banks, insurance offices, and the great indus- 
trial Trusts of the present day. But all large businesses of 
diffused ownership should do their utmost to replace the bad 
system of hereditary and family influence in the higher direction 
by employing the best brains and abilities of the country thrown 
' up from all classes by the educational system. 

Other aspects of the question, demand particular attention 
; from industry itself. The science of dealing with personnel is 
( for the most part still in a primitive condition. In discussing the 
I Public Concern we have suggested that those who administer 
i^Targe undertakings of this type will require a high degree of 
i adaptability. At the present time there are but few of the larger 
“ industrial establishments in which there is any definite and 
j organised system of promotion, and tnere are too many enter- 
uprises in which the transfer of any member of the executive 
|staff is regarded as a disloyal act to be hampered or prevented by 
jjong-term agreements, limiting the freedom of the officer con- 
|cerned in seeking any kind of alternative employment. The 
|structure of industry is, in fact, evolving more rapidly than the 
|ininds of those who are responsible for its direction. Technical 
evolution does not wait upon the slow teaching of experience. 
-Methods which were good enough for one-man businesses may 
be wholly inadeqtiate in concerns employing thousands or tens 
; of thousands of workpeople increasingly conscious of their needs 
|and rights, and of their ultimate dependence on scientific manage- 
iment, control, and direction. Not only is it true that the educa- 
i^{tion of the workers cannot be regarded as finished at fourteen; 
^?it is true also that the higher direction demands the wider outlook 
J^that a University education gives, and that refusal to regard 
^^d’’cation as finished with the taking of a degree, which is the 
ilinal proof of a University education being worth while. 
m Though the task of reform, towards the accomplishment of 
^hicli developments such as those in the last paragraph can help, 
ms one primarily for business, the State can help. We recom- 
®nend later the formation of a new Ministry of Industry, with 
^ bigger conception of its duties in "stimulating and en- 
fpouraging the efficiency of industry. A remarkable example 
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of what can be done in this direction is furnished by the 
very substantial results obtained under Mr. Hoover’s energetic 
and wise guidance in America in the direction of standardisation 
and simplification. No less remarkable, though on a smaller 
scale, is the work done in this country by the National Institute 
of Industrial Psychology for industrial and commercial firms. 

The work of the National Institute is naturally limited by 
the resources it commands. Were its methods more widely 
applied and the range of its labour extended, they might appreci- 
ably increase the efficiency of business. 

In our opinion, the State can assist to increase industrial 
efficiency by helping to found and forwarding the work of an 
Institute of Management, the functions of which would not be 
so much the promotion of pure research as the discussion of 
problems of organisation, and a policy of fostering the application 
of the results of research throughout the whole of industr}'. 
We recommend that such an institute should be founded by 
Industrialists, Labour Organisations, and the State working 
together, and that the State should take whatever steps are 
neces.sary towards its foundation. 

In addition both to helping in the fniiiufation of an Institute 
of Management and to carrying out reforms, the State should 
undertake the following functions: 

(i) It should extend the range of work now done by it 
in a manner comparable to the work already being done in 
this country for one great industry by the Jlritish h'.ngincer- 
ing Standards Association, and over a wider field in America 
by the Bureau of Standards. 

(ii) It should undertake or at least initiate en(|uirics — 
which might he undertaken by business groups — into various 
problems of distribution. Here again the American example 
serves. 

(iii) It should develop and press vigorously all possible 
forms of simplification. 

(iv) It should co-ordinate and strengthen the work of 
technical and managerial education, of vocational selection 
and training, and of the various new developments of factory 
technicpie toward^ which the National Instittjte of Industrial 
Psychology has already made a most valuable contribution. 
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5. Marketing 

So far we have spoken of rationalisation from the point of 
view of those processes which we commonly think of when we 
speak of “ production.” There is, however, a field of at least 
equal importance in those later stages which are equally parts of 
the process of production — marketing, transport, distribution, 
retail selling, etc. Corn stored on the prairie in Canada is useless 
for satisfying the wants of consumers in Britain. It acquires 
value as the result of transport, sale, and distribution. Economic 
progress has been achieved at least as much by developments in 
marketing, etc., as by changes in the factory or on the farm. 
These later processes to-day employ as many persons as the so- 
called production processes ; the proportion so employed will tend 
to increase in the progress of civilisation ; and their efficient 
organisation is of an importance at least equal to that of any other 
part of the industrial problem. 

Unfortunately, marketing is the heading under which there is 
perhaps most reason to doubt the efficiency of our existing 
organisation — a doubt which applies particularly to our methods 
of selling goods abroad, and more especially to the traditional 
methods of some of our old-established industries, which are 
now finding it difficult to hold their own. The machinery for 
marketing Ilritish goods abroad grew up and took firm root in 
days when the conditions were very different from those which 
now obtain. On the one hand, British goods were everywhere 
in great demand, and it was not so necessary as it is now 
to spend time and thought in attracting customers. On the 
other hand, foreign trade was attended by various risks and 
, difficulties which have now diminished. Under these conditions 
a class of specialised merchants grew up, who acted as inter- 
mediaries between manufacturers in this country and the markets 
for which the goods were ultimately destined. The great mer- 
chant houses became the chief directing agency of manufacture 
/ for foreign markets, and have played a larger part in the develop- 
ment of British exports than has the corresponding class in any 
■ other country. 

There is reason, however, to doubt whether this merchanting 
system is in all cases best adapted to tht altered conditions of 
international competition in the modern age. In the keen com- 
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petition from Germany and the United States which developed 
towards the end of the last century our rivals did not rely, to 
the extent to which we are still accustomed to do, on the general 
merchant. American and German manufacturers sent their 
agents everywhere. They pushed their sales directly, and were 
not content with merchants either at home or in the countries 
where they desired to sell their goods. And the new methods, 
although expensive, seem on the whole to have been more 
efficacious than the old. 

It is not, we believe, without significance that those industries 
which are now finding it most difficult to hold their own are the 
old-established industries in which the rnerchanting system has 
struck its deepest roots. In the new industries which have 
grown up in recent years it has been comparatively simple to 
adopt modern marketing arrangements. But where an elaborate 
rnerchanting system is already in existence, it may prove, by its 
very virtue, an obstacle to the development of new methods. 'J'he 
Manchester Royal Exchange represents the most perfect ex- 
pression of our traditional marketing arrangement. But it is 
far from clear that it represents the methods which are really 
best adapted to enable the Lancashire cotton industry to re- 
capture its lost trade. 

Anyone who proposed to abolish the Manchester Exchange 
would quickly discover how deep-rooted are our traditional 
methods and the difficulty and complexity of the problem of 
altering them. But the importance of efficient marketing arrange- 
ments, both for the home and for the foreign markets — from 
the standpoint of the manufacturer and the consumer alike — 
can hardly be exaggerated. Marketing efficiency is of com- 
mensurate importance with productive efficiency. Yet while 
manufacturers generally are keenly on the look-out for improved 
machinery and will scrap obscjlete plant without hesitation, 
marketing arrangements are far less sharply scrutini.sed. The 
problem of introducing better marketing methods is in many cases 
more difficult than that of productive efficiency, because it in- 
volves in a greater degree the organisation of the industry as a 
whole as di.slinct from that of the individual firm. 

T he question of marketing ac(|uires a .special importance in 
any industry where demand is tending to decline atid the problem 
of “ surplus capacity ” presents itself. Where such conditions 
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obtain, as is notably the case to-day in coal and cotton, unre- 
stricted competition among a large number of businesses market- 
1 ing their products independently of one another forces prices 
: down to unremunerative levels in an aimless, haphazard manner, 

; which impairs the financial strength of the industry and ulti- 
■ mately its efficiency, without contributing effectively to the recap- 
ture of lost markets. Under such conditions, accordingly, the 
need becomes manifest for “ organised marketing,” i.e. for a 
system which will enable the industry, iti the words of the Lewis 
Committee on Co-operative Selling in the Coal-mining Industry, 
" to choose a policy, and to carry that policy out.” 

There is urgent need, we believe, in many of our leading 
industries, struggling as they now are with adversities which 
seem beyond their control, for some organisation of the industry 
:as a whole which will enable it to steer a deliberate course, adapted 
.to the conditions which it has to meet, instead of drifting help- 
pessly before them. The particular system of organisation which 
^.circumstances render most appropriate and most feasible will vary 
I from inditstry to industry: and we shall, therefore, not attempt to 
J'go further into detail. But it is vital that the need should be 
clearly recognised. Just as a nation may be able to rub along 
I more or less satisfactorily in times of peace with very little 
rlGovernment and with a loosely organised social structure, but will 
assuredly succumb in time of war unless it is capable of a high 
degree of collective discipline and corporate action, so, for an 
industry which can do well enough in ordinary times as an unin- 
tegrated mass of independent atoms, a prolonged period of severe 
adversity brings the same need for closer organisation, for 
common purpose, for discipline, and above all for deliberate 
^policy. 
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ARGUMENT OF BOOK 3 


The existence of discontent in the field of industry is displayed 
in trade disputes and restrictive practices. The workers’ 
grievance arises from a sense of the inadequacy of their reward, 
of their insecurity of liz’elihood and tenure, and of their lack of 
information as to the financial results of their work. The re- 
sulting unrest is largely responsible for the grozvth and con- 
solidation of Trade Unions, faced by a corresponding array of 
Employers' Associations. This situation has been mitigated by 
special arrangement in certain industries, by the operations of the 
Industrial Court, and by the intervention of the State. State 
action for the regulation of industry has been mainly confined to 
legislation respecting hours and conditions of zvork, and the fixing 
of minimum zoage.; by Trade Boards. The State has also fostered 
industrial self-government by the establishment of Whitley Coun- 
cils and of the Railzuay National JVages Board. Voluntary arbi- 
tration has been encouraged by the Ministry of Labour. No 
system of compulsory arbitration is recommended. 

A wise wage-policy shotdd aim at the highest practicable 
zvage-levels. These, howez’er, are dependent upon the mainten- 
ance and increase of efficiency uninterrupted by industrial zvarfare; 
and efficiency is in turn dependent upon the effective removal of 
the zvorkers’ sense of inju.ztice. A just wage should recognise 

(a) the minimum requirements of the zvorker and his dependents, 

(b) his effort and capacity, and (c) his interest in the common 
enterprise. For (a), the minimum zvage should be fixed for 
each industry by an extended use of the methods adopted by 
Trade Boards; the introduction of Family Allowances may he 
found desirable by industries to zvhich they are suited. For 
(b), the bc.st possible negotiating machinery is desirable for the 
fixing of standard wages, due regard being had to the existing 
inequalities between "'sheltered” and “unsheltered” industries. 
For (c), a variable addition to zvages should represent the pros- 
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perity of fhe concern; profit-sharing schemes should confer a legal 
right to the proportions distributed, provide for ftdl financial 
information, and secure trade-union rates as the minimum re- 
muneration in all cases. 

Industry should be assisted towards a system of self-govern- 
ment and co-operation. This may be achieved by the extension 
of Trade Boards to all industries 7vhich require them; by the 
addition of neutral members to Whitley Councils and the con- 
ferment, under proper safeguards, of compulsory pozvers; by 
the creation of joint bodies for consxdtation upon general indus- 
trial policy in industries where no .vich bodies exist; by providing 
in the case of specified “ essential ” industries a system of nego- 
tiation, delay, and conditions of employment zvhich zvill reduce 
the risk of stoppages to a minimum, while safeguarding the ulti- 
mate right to strike. These developments should be a.msted by 
improved publicity and information as to the facts of industry 
and by the establishment of a Ministry of Industry, to take oz'er 
the work of the Ministries of Labour and Mines as zvell as the 
industrial zvork of the Home Office. 

For the improvement of industrial relations at zvhich we aim, 
it is essential that, associated zvith the Ministry, there should be 
a small Council of Industry charged with the continuous review 
of industrial problems, of the zvork of Trade Associations, and 
of all applications by joint bodies for compulsory powers. 

The worker’s relations with his employer should be improved 
and defined by the compidsory establishment of Works Councils 
in all industrial or distributive undertakings employing more than 
fifty persons. These councils should have pozver to agree factory 
rules and the right to receive information as to trading facts and 
prospects, as well as to be consulted upon factory organisation 
and proposed changes therein. 

The workers status should be improz^ed by the provision of 
safeguards against dismissal. Assurances should be provided 
against arbitrary dismis.sal: (a) for disciplinary or other offences; 
(b) for alleged inefficiency ; (c) on account of shortage of work 
or other economic grounds. Every worker should be provided 
zvith a plain statement of his terms of employment and rights in 
the event of dismissal. 

The present ownership of industry is iindtdy concentrated and 
should be diffused as widely as possible among industrial wage- 
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earners. Such diffusion, tending towards the popular ownership 
of industry, may be effected partly by progressive taxation and 
restrictions upon the inheritance of large fortunes, but more 
directly by the stimulation of employee-ownership under schemes 
of profit-sharing and investment by employees, by the encourage- 
ment of popular banking and investment, and by the creation and 
development of investment trusts. All these processes should be 
encouraged and, where necessary, regidated by the State. 
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CHAPTER XIII 

INDUSTRIAL DISCONTENT AND ITS CAUSES 

T he existence of widespread discontent among a large pro- 
portion of our working population, and the constant 
friction which results from it, are among the most serious 
obstacles to efficiency in a production, and therefore to trade 
revival. Unless we can find the means of removing these dis- 
contents, we cannot hope for that co-operative national effort 
which is necessary if we are to overcome our difficulties and turn 
them into opportunities of progress. It is useless to deny 
the legitimacy of the grievances from which unrest springs, or to 
assume that they arc the consequence of economic forces beyond 
our control ; men are happily so constituted that they will not per- 
manently accept what they believe to be unjust because they are 
told it is inevitable. The way to approach the problem is to 
analyse the extent and character of the unrest; to examine 
sympathetically its causes ; and to work out patiently the means 
whereby these causes may be removed. These are the aims of the 
present section of this Report. 

I. Industrial Disputes 

The most obvious and striking evidence of industrial unrest is 
to be found in the frequency and duration of industrial stoppages. 
It is perturbing to discover that during the last generation there' 
has been a marked increase in the number of stoppages, and a 
still more marked increase in the amount of working time, and 
Itherefore of earnings, lost as a result of these disputes. This is 
ibrought out by a comparison between three periods, each of ei«-ht 
bears— the period since the War, the period immediately before 
|the War, and the period before that again. 
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TABLE 26 
LABOUR DISPUTES 


Period, 

No. of 
Disputes. 

No. of Workers 
Involved. 

Average per 
Annum. 

No. of Days 
Lost. 

Average per 
Annum. 

1898-1905 . 

1906-1913 • 

1919-1926 . 

4.37^ 

5.561 

6,553 

1.345.000 

4.546.000 
11,084,000 

168.000 

568.000 

34.500.000 

89.300.000 
357,000,000 

4,300,000 

11,100,000 

44,300,000 


Compiled from Ministry of Labour Gazette. 

Assuming an average wage of lo,?. a day, this means that in 
the first period the loss of wages due to industrial disputes, cal- 
culated at present money values, was about £2,000,000 a year, in 
the second period £5,500,000 a year, and in the third period 
£22,000,000 a year. What these disputes co.st the community 
in dislocation of trade, in loss of markets, and in other indirect 
ways there is no means of calculating. 

Preponderance in Mining and Transport 

But a closer analysis of the figures is necessary before we can 
appreciate their full significance. The first noteworthy fact is 
that the burden and loss have been due mainly to a few indus- 
tries, and in a peculiar degree to the mining industry. Of the 
186,000,000 working days lost during the twenty-one years 
before the War, 104,000,000. or 56 per cent., were lost in the 
mining and quarrying industries — nearly all in coal-mining. Of 
the 357,000,000 working days lost during the eight years since 
the War, 253,000,000, or 62 per cent., were lost in these indus- 
tries. In other words, industrial strife has been more serious 
and more costly in the mining industry than in all the rest put 
together. 

Next to mining, the transport industries have suffered most 
from industrial disputes. Mining and transport occupy about 13^ 
per cent, of the working population ; they account for perhaps 75 
per cent, of the loss due to industrial di.sputes. If the loss of 
working time due to disputes in these industries were deducted 
from the total, the average loss from trade disputes spread over 
the rest would be small. There are great industries — such 
as iron and steel, or boots and shoes — in which serious 
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Stoppages have been unknown for a generation ; and in 
the manufacturing industries as a whole, as distinct from mining 
and transport, the loss of time and of productive power due to 
this cause is almost negligible. Even including mining and 
transport, the average loss of working time through industrial 
disputes, spread over the whole working population, was in the 
first of our three periods only one-quarter of a working dav 
per head in a year, in the second period less than half a day, and 
in the third period about two and a quarter days. In other 
words, if stoppages in the mining ^nd transport industries could 
be kept down to the scale normal in manufacturing industries, 
the time lost through industrial disputes would be negligible. 

; Comparison with Losses from Sickness, etc. 

Although the prevalence of strikes and lock-outs is a cause of 
grave national loss, the waste of working time and of productive 
power due to this cause must not be exaggerated. It is far less 
than the waste caused by sickness and unemployment. In 1924 
— a year of relatively few disputes — sickness caused the loss of 
26,000,000 weeks’ work, unemployment of 58,000,000 weeks, 
and industrial disputes of less than 1,500,000 weeks. Even in 
1921, a year which saw a long-drawui dispute in the coal trade, 
sickness and unemployment caused more than eight times as much 
unproductive idleness as industrial disputes. If we consider 
only the avoidance of wasted time, a sound health policy and a 
constructive unemployment policy would do more than even a 
total cessation of strikes and lock-outs to maintain and improve 
: the productivity of the nation. 

2. Other Effects of Discontent 

. ^ But the significance of industrial disputes lies not so much 
;:<in the actual loss they cause, great though that is, as in the 
j^^vidence they give of friction and dislocation. 

i We are producing substantially less wealth than we could 
>roduce with our available supplies of capital and labour. This 
s, no doubt, partly because we cannot find markets for our 
naximum output. But it is also becausj we are not utilising 
sither our capital or our labour as efficiently as we might. The 
dame for this lies partly with the employers, partly with the 
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employees. In the first place, there is often deliberate restriction 
of output. Some employers, when they are in a position to do 
so, sometimes restrict their output not merely because the market 
is restricted, but because they prefer a small output at a high price 
to a large output at a lower price. The policy may* be good 
for the individual employer, but it is not always good for the 
community. For it limits employment and fails to supply the 
public with the goods in question at the lowest price compatible 
with good labour conditions. 

Restrictive Practices 

On the other hand, the organised workers in many industries 
have adhered to certain practices wdiich involve restriction of out- 
put, thus discouraging men from putting forth the maximum 
effort of whicli they are capable without undue strain, have put 
obstacles in the way of the adoption of labour-saving devices 
and of methods of payment calculated to stimulate energy, and 
in some cases have done everything in their power to limit the 
entry of new workers even into trades in which there is a great 
demand for them. In general, the workers, whether as organised 
bodies or as individuals, have not felt any responsibility for the 
increase of efficiency in production in their indu.stries. That, 
they have felt, is the business of the employer, and they have 
often criticised the employer, with reason, for a failure of 
efficiency on his side while they were hamjiering him on theirs. 
The employer, in general, accepts the view that the responsibility 
for efficiency rests exclusively with him.self ; in most cases it has 
not even occurred to him that it can or ought to be shared with 
his w'orkers. If this point of view is to persist on both sides, 
the co-operative pursuit of efficiency will never be achieved. 

The prevalence of these restrictive practices has varied very 
widely from trade to trade. Some trades have been almost free 
from them. Rarely have they been carried so far as in the 
building trades, wherein, since foreign competition is impossible, 
it has seemed ])racticable to impose the whole cost upon the com- 
munity. Entry into these trades has been narrowly restricted ; and 
the amount of work which the craftsman may do in a day has 
been reduced so low tliat in his estimates for the Housing Act of 
1924 Mr. Wheatley had to assume an average rate of bricklaying 
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1 — 

; far below what the average bricklayer can easily achieve. The 

results have been that building costs have been greatly increased, 

the community has had to submit to a cruel shortage of housing 

accommodation; and the amount of employment available has 

been reduced. The building trades are exceptional; but 

f corresponding practices have existed in some degree in many 

I trades. The)' have had the effect of restricting the mobility of 

uabour, and therefore of increasing the difficulty of finding work 

ifor the unemployed. They have also increased the cost of pro- 

■duction, and consequently reduced sales, and therefore contribttted 

sto increased unemployment. In so far as they have prevailed 

jthey have gravely impaired the efficiency of British industry. 

Reasons for Restrictive Practices 

But it is not enough to say this without recognising that 
*^here have been reasons for these restrictive usages. Some 
:«of them arc meastires of protection against over-pressure. 
MSomc of them spring from the natural jealousies of 
||crafts which see their province being invaded by mechanism, 
^r from the rivalries of different Unions. Many of them are in- 
^ifluenced by the haunting fear of unemployment, which leads 
^jtnen to make their jobs last as long as possible. The restrictions 
!s%pon entry into a trade are a natural safeguard against a com- 
petition which might beat down wages. The objection to methods 
, of payment by results springs from a fear of over-pressure, and 
„ has been strengthened by the folly of many employers who have 
|feduced rates for no better reason than that their employees were 
■learning big wages. Yet, when all is said, these usages would 
yot have been so prevalent and persistent if there were a general 
foelief that labour would get its full share of any increased 
^production which might result from improved efficiency. Behind 
Restrictive usages, as behind ijidustrial conflict, lies a deep 
Suspicion that the worker does not get a “ fair deal,” that the 
Industrial system is in many respects unjtist, and that there is an 
ineluctable conflict of interests between capital and labour. 

3. The Causes of Discontent 

What, then, are the causes of this <!iscontent which finds 
|xpression in wasteful .strife or in still more wa.steful restriction 
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of effort and output? The thinking workman makes five main 
complaints against the existing industrial system : 

(1) For all his toil, it does not supply him, in many cases, 
with an income sufficient to give a comfortable livelihood 
for himself and his dependents, together with a margin for 
rational enjoyment and for saving. 

(2) It has failed to give him security of livelihood, how- 
ever willing and eager to work he may be ; accident, a spell 
of sickness, or a shortage of work due to no fault of his 
own, may at any moment throw him out of employment, use 
up his savings, and inflict hardship and humiliation on his 
children. Of all these menaces, unemployment is the most 
serious, and it inspires the belief that there must be something 
wrong with a social order in which, amidst flaunting luxury, 
such insecurity haunts the life of the worker. 

(3) The existing industrial order denies him the status 
which seems proper for a free citizen. He may be dis- 
missed at a week’s or a day’s notice, and thus deprived of his 
livelihood without redress or appeal, perhaps for no better 
reason than that he has offended an autocratic foreman. 
While, as a citizen, he has an equal share in determining the 
most momentous issues, aboiit which he may know very 
little, in regard to his own work, on which he has know- 
ledge, his opinion is seldom asked or considered, and he has 
practically no voice in determining the conditions of his daily 
life, except in so far as trade-union action has secured it. 
Indeed, where management is inefficient and autocratic he 
is frequently compelled to watch waste and mistakes of which 
he is perfectly well aware without any right of intervention 
whatever. And this, despite the fact that when these errors 
issue in diminished business for the firm concerned, he, 
and not the management, will be the first to suffer by short 
time working or complete loss of employment. 

(4) Knowledge of the financial results of industry, and 
of the division of its proceeds, is denied to the worker, and 
of this he is beconiing increasingly resentful. He has little 
means of judging to what extent he is in fact participating 
in the fruits of his own labours, or whether or no he is getting 
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a “ square deal ” ; and his dissatisfaction with the existing 
order is proportionately intensified. 

(5) He believes that the products of industry are unfairly 
divided between Capital and Labour ; that under the capitalist 
system society is divided into two classes — a small class of 
masters who own the means of production and live luxuri- 
ously by owning, and a huge class of workers who receive 
in return for their work only what they can force the owners 
to pay. He believes that under such a system there can be 
for his children no true equality of opportunity with the 
children of the more fortunate classes. 

4. Legitimate Complaints 

All these grounds of complaint are felt, in an educated genera- 
tion, by an ever-growing number of workpeople. They are 
legitimate discontents, inspired by legitimate a.spi rations ; they 
are, in Tennyson’s phrase, “ liberal discontents,” which, if rightly 
guided, should lead to progress. In actual fact, we have, during 
the last hundred years, advanced a lorig way towards meeting 
them. The real wages of the workpeople have been multiplied 
fourfold. The system of social insurance has erected genuine 
barriers against the worst consequences of insecurity — old-age 
pensions, workmen’s compensations, sickness insurance, health 
insurance, widows’ and oi'phans’ pensions. The emancipation 
of the Trade Unions has given to the workers a powerful voice 
in determining the conditions of their work. The creation of a 
national system of education has at least begun the advance 
towards equality of opportunity. And it is legitimate to point 
out that all these advances have been mainly due to Liberal 
policy. 

But it is natural that men who have to bear the brunt of our 
social imperfections should forget the achievements of the past, 
and should be more alive to the distance we have still to travel 
than to the steep and toilsome track we have already traversed. 

It is not surprising that there should be industrial unrest. It 
is not surprising that this unrest should have become doubly 
acute in the post-war period, on which we^^entered with such high 
hopes of social advance. It is patently one of the main 
factors which prevent us from facing our difficulties as a united 
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nation, with all our strength. But it will continue until the 
legitimate complaints and the legitimate aspirations of the mass 
of the workpeople are recognised as valid, and until the in- 
dustrial system is reorganised in such a way as to make it plain 
that, with patience and effort, the complaints can be met and the 
aspirations satisfied. 

The root of the matter is that the relation of master and 
servant, upon which the organisation of industry has rested during 
so many centuries, has become untenable in a democratic era. 
We have to find our way to. a new system of relations, ba§ed 
upon partnership, in which the position of the worker will not be 
out of accord with his standing as an equal citizen in a democratic 
State. This is one of the most inspiring tasks of our generation. 
There are those who hold that what is loosely called the “ capitalist 
system ” is fundamentally wrong, and that the necessary change 
can only be achieved by destroying the e.xisting “ system ” and 
erecting in its place a new system, conceived upon a different 
plan. This seems to us to be a mistaken view, because it over- 
looks the fact that the existing “ .system ” is not a fixed or static 
thing, that it has always been changing, and that it is changing 
to-day more rapidly than ever. The process of evolution has, 
indeed, been in the direction which we have indicated as necessary. 

In the following chapters, therefore, we shall first describe the 
process of collective bargaining and the ]jart which the State has 
played in it, with a view to discovering what arc the factors that 
offer most promise for tlie future ; and we shall then consider 
what changes or modifications are best calculated to meet the 
complaints or to satisfy the aspirations which we have analy.sed. 
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CHAPTER XIV 


COLT.ECTIVE BARGAINING 

O VER the greater part of the range of P>ritish industry, 
the wages, hours, and conditions of labour are determined 
by the process known as “ collective bargaining,” between 
Trade Unions on the one hand and Associations of Employers 
on the other. It is by this process of bargaining — by an eternal 
tug-of-war between highly organised rival forces, often hostile 
to, or at least suspicious of, one another — that the vitally impor- 
tant social functions of dividing the product of industry between 
the various factors that combine to produce it, and of deter- 
mining their respective rights, are normally carried on. 

Those industries in which the great majority of workmen and 
of employers are members of their respective organisations and 
accept the decisions of their representatives, and in which, conse- 
quently, these decisions are in practice observed throughout the 
country, are known as “ organised ” industries and include all 
the major industries and services except agriculture and domestic 
service, as well as a large number of minor industries. There 
are, indeed, few even of the “organised” industries in 
which some of the employers and workpeople do not 
remain outside their respective organisations; but, so long 
as these are too few to be able to stand out against the 
agreements of the majority, their existence docs not affect the 
“ organised ” character of an industry. There are, however, still 
many “ unorganised ” industries, mostly small, in which represen- 
tative organisations of employers and workpeople are either non- 
existent or so weak as to be unable to bind the whole body. But 
on the whole, “ collective bargaining ” between highly organised 
negotiating bodies has become so much the established usage 
that we take it for granted as if it weft part of the order of 
nature. 



I. Development of Collective Bargaining 


It is not generally realised how recently this state of things 
was established. Until the middle of the nineteenth century the 
Trade Unions were mostly small local bodies, scarcely able to 
deal on equal terms with the employers. Even when great Unions 
on a national scale came into existence — ^beginning with the 
Amalgamated Society of Engineers in 1851 — they were confined 
to the skilled crafts, and they carried on their negotiations not 
with representative bodies of employers, ivhich scarcely then 
existed, but with individual firms or small local groups. It was 
not until the last decade of the nineteenth century, after the 
London Dock Strike of 1889, that Unions of un.skilled or semi- 
skilled workers began to be formed. Their appearance changed 
the trend of British Trade Unionism. The Unions of .skilled 


craftsmen, being able to levy substantial contributions from their 
members, had developed elaliorate .systems of mutual benefits; and 
as they were reluctant to imperil these funds by big controversies 
on a national scale, they preferred to localise their disjnites as far 
as possible. The Unions of unskilled or semi-skilled workers, 
unable to levy large contributions or to offer substantial benefits, 
tended to use their strength in struggles to raise wage-levels by 
strike action on a wide scale. In the big industrial conflicts of 
1911-14 the policy of striving for the fixation of wages and 
conditions on a national scale was widelv adopted and has become 
increasingly coinmon since that date.' The rapidity of the 
diange may be illustrated by the fact that while in IQ13 the 
Railway Companies were still refusing to negotiate wdth "or to 
recognise the Railway Unions, in 1921 these Unions were actually 
recognised by statute as the authoritative representatives of the 
men in the constitution of a National Railway Wages Board. 

But this could not have happened if there had not been con- 
currently with the growth of the Trade Unions, an equally 
marked growth of collective organisation among employers. Long 
inhibited by the keenness of competition among rival' firms this 
process was primarily stimulated by the necessity of cornmon 
action in dealing with the Trade Unions; but it was also en- 
couraged by the tendency to combine for the fixation of prices and 
for other purposes. Combination on both sides, on a great 
scale, was in fact part of the movement towards consolidation 
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which has been a feature of industrial development during the 
twentieth century. It was stimulated and accelerated by the 
War ; and the formation of immense consolidations both of 
Capital and of Labour has been among the most distinctive 
features of the post-war period. It may be taken for granted 
that the tendency to consolidation, which is at work in every 
industrial country, wdll certainly continue. It is a factor of 
primary importance. 


2. The Strength of'Trade Unionism 

The rapidity of the change can best be illustrated by the 
growth of trade-union membership. We have no figures of total 
membership before 1892, but we have the figures of the member- 
ship represented in the Trades Union Congress, which has, since 
1892 and probably earlier, amounted to something like two-thirds 
or three-fourths of the total. In 1866, when the Congress 
started, it represented 110,000 members. In 1873, after Trade 
Unionism had been legalised by the Act of 1871, the membership 
leaped to 500,000. It remained round about that figure until 
the nineties, when the rapid development of unskilled Unions 
brought another suddm leap to over 1,000,000. A steady growth 
followed, until, with the acute industrial strife of the years 
immediately preceding the War, the 2.000,000 mark was passed 
in 1912. During the War and the following years, advance was 
yet more rapid: 3,000,000 in 1917, 4,500,000 in 1918, 5,250,000 
in 1919' 6,500,000 in 1920. Tlie trade-slump which followed 
led to a decline, and the figure fell to 4,300,000 in 1924; the 
disasters of 1926 have prohahly caused a further decline; but 
there has been no relapse to the pre-war scale. These figures 
are echoed by the total membership of all Trade Unions, which 
we possess only since 1892. From 1,500,000 in that year they 
rose to 3,000,000 in 1911, reached the maximum of 8,300,000 
in 1920, and declined to 5,500,000 in 1924. 

It is important to realise the extent to w'hich the wage-earning 
population is covered by the Trade Unions. The total " occupied 
population” amounted in 1924 to nearly 20,000,000. Of this 
total, the Trade Unions included about two-fifths at their highest 
point of expansion in 1920, and not mucli above one-fourth in 
1924. But the " occupied population ” includes the whole of the 
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employing and managing classes; the professional classes (about 
300,000) ; a host of small shopkeepers and independent trades- 
men; a million children under sixteen, not to speak of young 
people between sixteen and eighteen, few of whom are members 
of Trade Unions; 1,300,000 agricultural workers, of whom only 
61,000 were Trade Unionists in 1924; the w'hole class of domestic 
servants; and all the military and police forces, who are of course 
excluded from trade-union membership. When all these deduc- 
tions arc made, it would a})pear that the Trade Unions must 
include about one-third of tbe wage-earning industrial population. 

3. Trade-Union Organisation 

Consolidation . — Alongside of the increase in trade-union mem- 
bership has gone a steady process of consolidation, throngli the 
amalgamation of small Unions, or their federation under a more 
or less centralised control. Some of these Federations arc loosely 
organised, but others, such as those of the cotton weavers and the 
iron and steel workers, are almost as effectively centralised 
as if they were single Unions. The result is that, in spite of the 
formation of many new Unions in unorganised trades, the 
number of Trade Unions has declined from 1,358 in 1896 
(when the total membership was 1,600,000) to 1,155 in 1924 
(when the total membership was 5,500,000). Even these 
figures do not adequately represent the change, because the official 
returns reckon separately all the federated Unions, and credit 
(for example) the miners with 105. There arc still a good 
many single-branch Unions, of a primitive type, with a mere 
handful of members. But, broadly speaking, the Trade Unions 
of to-day are bodies of national scope, immensely bigger and 
more consolidated than their predecessors of thirty years ago. 
They have become incomparably more powerful factors in the 
industrial, social, and political life of the nation. This is, in the 
main, a new phenomenon of the post-war period, and it pro- 
foundly affects the whole problem of industrial organisation and 
industrial relations. 

Of the 1,155 Unions of 1924, with their total membership of 
Si 500-000, only 484 w'cre registered with the Chief Registrar of 
Friendly Societies, and were therefore entitled to the full privi- 
leges of the Trade Union Acts. These 484 had a membership of 
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4.500.000, and a gross revenue of £i 1,200,000. But no less than 

4.000. 000 of the membership and £10,000,000 of the funds 
belonged to the hundred largest Unions. And there are ten 
gigantic organisations (either huge single Unions or closely-knit 
Federations) which include almost half of all the Trade Unionists 
of Great Britain, each having a membership of over 100,000. 
These giant bodies largely dominate the trade-union movement, 
and their officials are the magnates of the Labour world. They 
include the miners, the railwaymen, the transport workers, the 
engineers, the weavers, the iron an.d steel workers, and two huge 
combinations of unskilled men. The older Craft Unions, once 
the aristocrats of the Labour world, now count for little in the 
framing of general Labour policy at Trades Lmion Congresses, 
in comparison with these giants. 

Three Types of Union . — Three main types of Trade 
Unions ought to be distinguished; they differ sharply in 
their organisation and methods, and appro.ximately one indus- 
trial dispute in seven is occasioned by friction between them. 
The Craft Unions, which in general are the oldest, aim 
at combining men who pursue the same skilled trade, -what- 
ever industry may employ them. They are confronted 
to-day by a number of problems arising from the in- 
vasion of their crafts by semi-skilled labour and from un- 
certainty as to the precise scope of the part which the different 
crafts should play in modern industry. The Industrial Unions 
are a modern development, inspired by the idea of enabling all 
the workers in an industry, whatever crafts they may pursue, 
to present a united front against the employers. The solidarity 
of labour within the industry, rather than pride of craftsman- 
ship, is their inspiring motive. The General Labour Unions 
aim at the inclusion of semi-skilled and unskilled workers in many 
industries. Their growth has been rapid during the last thirty 
years — a reflection of the fact that, as machinery develops in 
complexity, the importance of specialised skill and training is 
proportionately diminished. Obviously, the organisation of 
unions on such different principles is bound to involve a great 
deal of overlapping and uncertainty ; and the process of “ col- 
lective bargaining ” is greatly complicated by the existence of 
their conflicting claims. 

Methods of Organisation . — Practically the whole country 
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is systematically covered by the elaborate organisation which 
the greater Unions have wrought out. Tn every case 
the unit is the local branch or lodge, with whose members, 
in theory, ultimate authority rests. These local lodges 
are seldom composed of the workmen in any particular 
factory. Perhaps for this reason the mass of ordinary mem- 
bers do not always take their lodge meetings very seriously. The 
lodges are usually grouped into districts, served by a paid official ; 
and at the head of all is a national executive with a few permanent 
officials who take the j)redoniixiant part in fixing the policy of the 
whole organisation, and who wield in practice an immense power. 
There is, however, a wide difference between different Unions 
in the degree of autonomy they leave to their local organisations. 
As a rule, the maintenance of a large staff of paid local organisers 
is involved, and it is upon these men that the main burden rests 
of carrying on detailed day-to-day negotiations with employers. 


4. Trade-Uxion Method and Outlook 

On the whole, the trade-union organisation materially con- 
tributes to the smooth working of industry. But in some in- 
dustries the whole organisation is driven by a desire to weaken 
or undermine “ the existing system and in nearly all indu.strics 
it may be said that, while compromises and agreements are fairly 
and honourably interpreted, the trade-union official seldom feels 
any responsibility for the maintenance of efficiency. That is 
not the angle from which he looks at his work; he is apt rather to 
regard his task as that of being a watchdog against the employer. 
A change in the angle of vision adopted by the trade-union 
organisation — a more general recognition that efficiency in out- 
put is quite as much the interest of the workman as of the 
employer — would, without any .sacrifice of the workers’ interests, 
bring about a great and beneficial change in industry. The 
greatest need of British industry to-day is, not (as some foolishly 
suppose) to weaken the power of the Trade Unions, but to foster 
m the nnnds of Trade Unhmisls the already dawning recognition 
t at efficiency in production is of the first importance to them 
Jt can only be brought about by a recognition of, and an honest 
attack upon, the cause? of industrial discontent. 

Upon the maintenance of this elaborate organisation the 
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Trade Unions naturally spend a large proportion of their funds 
— ^nearly two-fifths of their members’ total subscriptions. The 
proportion is less than two-fifths in the case of those Unions 
which have large subscriptions and big benefit schemes; but it 
is much more in the case of the unskilled Unions. The super- 
ficial criticism is often made that the cost of management is 
unduly high. But this complaint overlooks the fact that the 
upkeep of such an organisation is the primary purpose for which 
the Unions exist. 

At the same time it should be .remembered that the network 
of officials serve not only to carry on negotiations, but also to 
work political propaganda, and to maintain disciplinary control 
over the rank and file of members. The disciplinary powers of 
the Unions are indeed formidable. They can make the life 
of a recalcitrant member exceedingly unpleasant. More than 
that, they can, by expelling him from membership, practically 
forbid him in many cases to earn his livelihood by his trade, and 
at the same time deprive him of the benefits for which he has 
paid substantial contributions, extending it may be over many 
years. It is the strict discipline of the Trade Unions, exercised 
through their widely distributed staff of paid officers, which con- 
stitutes their main strength in dealing with the employers, and 
enables them both to make and, as a rule, to keep their bargains. 
But it sometimes has its cruel side. The only effective pro- 
tection against abuse of these powers lies with the body of Trade 
Unionists themselves. In any case, the sanctions of Trade 
Union authority are so formidable that if there should come a 
clash between a Trade Unionist’s obligations to his Union and 
his duty to the State, his choice will often be a very hard one. 


5. Emulovers’ Associations 

So much for the one side in the process of collective bargain- 
ing. Of the other side there is less to be said, partly because 
the organisation of the Employers’ Associations is far simpler, 
since they are concerned with a much smaller number of units; 
partly because the facts about them are much less known, no 
analytical returns being published such^ as the Registrar of 
Friendly Societies issues in the case of the Trade Unions. We 
do not know how their funds are raised, or in what amount, or 
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how they are spent. The Ministry of Labour informs us that 
there were 2,403 Employers’ Associations in 1924 — ^more than 
double the number of Trade Unions; but this enumeration in- 
cludes a multitude of small local or sectional organisations which 
are in practice embodied or federated for the purposes of negotia- 
tion. We do not know just how many national negotiating 
bodies there are on the employers’ side. In many cases the same 
firm will be represented on several negotiating associations for 
different parts of its work. But, in general, negotiations are, 
and probably must be, carried on between a single Employi^rs’ 
Association on the one side and a group of Unions, sometimes 
in a condition of friction with one another, on the other side. 
Taken as a whole, the Employers’ Associations wiehl as great 
a power over the life of the nation as the Trade Unions; and it 
is a strange thing that we know so little about them. They ought 
to be registered, and the facts about them ought to be made as 
fully ptiblic as the facts about the Trade Unions. 

6. The Third Party in Industry 

Between the Operatives’ Unions and the Employers’ Associa- 
tions stand the technical and managerial staffs. Their special 
position is a matter of recent development, and is as yet not 
sufficiently recognised. The modern tendency is towards a steady 
increase in the numbers of those in industry whose duties are 
of a technical or managerial character, but wliose relationship to 
the owners or directors is that of salaried employees, in some 
ways not dissimilar to that of the workers. The boundaries of 
this large group are difficult to define with precision. At one 
end of the scale are executive officers who exercise a high degree 
of responsibility; at the other end come the foremen, clerks, and 
other subordinates, who have some small degree of authority in 
the industrial structure. Between these extremes are many grades 
of salesmen, technicians, and others. Attempts on the part of 
these intermediate grades to organise themselves on trade-union 
lines are apt to be regarded as “ disloyal ” to the emidoyer, and 
sometimes those who have taken a lead in such organisation 
have found themselves penalised in consequence. At the same 
time the workers are *apt to be suspicious of “ black-coated ” 
unions, as they are sometimes called. Thus in 1926 the Trade 
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Union Congress declared that “ there was no third party in 
industry " — a. declaration clearly at odds with the observed facts. 
In pur view, however, the tendency of the managerial and techni- 
cal staffs to form organisations of their own, with a view to 
the formulation and pursuit of their common aims and the ex- 
pression of their common point of view, is a healthy development, 
and employers and Trade Unions alike would do well to en- 
courage it. 


7. The Attitude’ of the Law 

The law of the land is very indefinite in regard to combina- 
tions both of workers and of employers. Both are included 
under the term “Trade Unions,” and the terms of the Trade 
Union Acts in theory apjily equally to them. Both enjoy 
certain privileges conferred by statute, but for which their posi- 
tion in the eyes of the law would be prejudiced by the fact that 
they are, in the majority of cases, combinations “ in restraint of 
trade,” and as such not recognised by the courts.^ When such 
combinations are “ in restraint of trade,” as a lawyer under- 
stands the term, agreements between an employers’ com- 
bination and a workmen’s combination, or between either 
and its own members, cannot be enforced at law, at 
any rate directly; thus, a member of a Trade Union 
cannot bring an action against the Union to recover bene- 
fits towards which he has contributed, nor can an Employers’ 
Association bring an action against one of its members for 
violation of an agreement which is “ in restraint of trade.” Yet 
in actual fact these powerful organisations, whatever view the 
law may take of them, have become essential organs for the 
common regulation of industry and trade, and vital forces in 
the life of the nation. This being so, it would seem to be high 
time that they were in some way worked into the recognised 
framework of our social system, and given responsibilities 
corresponding with their power. The statutes by which Trade 
Unions are regulated, which range from the Trade Union Act, 
1871, to the Trade Disputes and Trade Unions Act, 1927, need 

‘ For a full explanation of the position see the <iLegal Appendix to Ramsay 
Muir’s Trade Unionism and the Trade Union Bill, published for the Inquiry 
in 1927. 
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to be reconsidered and codified ; and we suggest that a Commis- 
sion, on which representatives of employers’ and workers’ 
organisations should be invited to serve, should be appointed to 
inquire into the whole problem. 

8. Results of Collective Bargaining 

The comparatively recent growth of these powerful organisa- 
tions on both sides may be a force for good or ill according to the 
way in which they are used. At first sight it must appear 
ominous that Capital and Labour should thus stand facing one 
another in disciplined armies, as suspicious and as ready to take 
advantage of one another as the armed nations of Europe before 
the War and before the creation of the League of Nations; and 
still more perturbing that they should, like rival factions of 
barons in the Middle Ages, claim the right of private war, and 
wage their conflict over the prostrate and lacerated body of the 
community, which is impotent to stop their strife. 

On the other hand, it is a sound and wholesome thing that 
the necessary co-operative factors in production should be so 
organised that they can deal with one another on equal terms; 
a good thing that labour should be able to make good its claim 
to a share in the regulation of the conditions of work; a good 
thing that the rates of wages and the conditions of work should 
be broadly regulated on a national scale for industries as a whole. 
No doubt it is unfortunate that this process of regulation should 
be carried on by means of trials of strength between highly 
organised rival forces in an atmosphere of mutual distrust, and 
often by open and wasteful warfare. But it is permissible to 
hope that this is only a painful stage in a healthy process of 
development, that conflict may be replaced by co-operation, and 
that “ collective bargaining,” which too often means a blind tug- 
of-war, may develop into “ joint ascertainment,” in the light of 
ample knowledge, of the wage-levels and other conditions which 
are best for the prosperity of all. To explore the possibilities 
of this development is the primary purpose of this part of our 
inquiry. 

9. Progress towards Peaceful Settlement 

Already, indeed, real advance has been made in several 
directions towards this end. To begin with, some of the major 
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industries have succeeded in almost banishing strikes and lock- 
outs by the establishment of efficient systems of conciliation and 
arbitration, set up by agreement. 

(а) In the Iron and Steel trades — a highly organised indus- 
try with a powerful industrial union — there has been no serious 
dispute for about fifty years. This is due to two facts: first, 
that both sides have agreed to revise wage-rates periodically 
according to the selling-price of the product, an arrangement 
which provides an agreed principle for the settlement of wage- 
questions, accepted beforehand : and, secondly, that a very com- 
plete system of arbitration and conciliation has been set up 
throughout the industry, under which every grievance is dealt 
with first at the works, and then in district bodies with a neutral 
chairman as umpire, whose decision is accepted as final. 

(б) In the Cotton trade — a highly organised trade with a 
number of Craft Unions — the “ Brooklands Agreement,” reached 
after a strike in 1893, set up local and central joint committees 
to which all disputes were to be referred, and both sides pledged 
themselves not to cause a stoppage until this machinery had been 
fully used; though the Brooklands Agreement was terminated 
in 1913, it was replaced by other agreements of a similar kind. 
It was stated in 1923 that of 600 or 700 disputes which would 
normally take place in an average year, not more than twenty 
would get as far as the central committee, and not more than two 
or three would lead to temporary stoppages in individual mills. 

(c) The Boot and Shoe Trade . — This is an outstanding 
example of w'hat can be done by collective bargaining, and we 
deal with it here at some length in view of the special interest 
attaching to its provisions. After the lock-out in 1895 the terms 
of a settlement were agreed between the Employers’ Federation 
and the National Union of Boot and Shoe Operatives, in which 
it was categorically stated that “No strike or lock-out shall be 
entered into,” and £1,000 was deposited by each side with trustees 
to guarantee the due carrying out of the provisions of the agree- 
ment. 

One interesting feature of the agreement is that the first 
three clauses dealt with piece-work statements, and provided for 
the setting-up of Local Boards of Arbitration and Conciliation, 
consisting of equal numbers representing 1:he management and 
the workers respectively, to prepare such statements and keep 
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them up to date. These statements are very elaborate, fixing 
rates for hundreds of operations for different classes of workers 
and necessitating constant meetings. For instance, the Ketter- 
ing Board meets regularly once a month ; once or twice a year they 
find a difficulty in agreeing and call in a local umpire. There is 
now a National Joint Standing Committee to whom, if necessary, 
an appeal can be made. 

This habit of constant consultation has led to an attitude of 
mutual confidence, and so to discussion and agreement on a great 
variety of matters. The original 1895 agreement still stands; 
but its terms have been absorbed in the “ National Agreement ” 
which is arranged periodically at a National Conference presided 
over by an independent Chairman. The present Agreement, 
known as “The National Conference (September 1926) Agree- 
ment,” runs till 1928. The 1895 agreement, which is regarded 
as the Charter of the Trade, is reprinted in full as an appendix 
to the National Agreement. The latter contains twenty-six new 
clauses dealing with many matters, of which we may mention 
three as of special interest: 

1. A scheme for compulsory contributions from employer 
and worker to provide for annual holidays. 

2. A clause which provides that there shall be no restric- 
tion of output. “ It is understood that operatives use their 
trade skill and productive ability to the best advantage and 
to the fullest capacity provided they are paid a full rate of 
wages for all output.” 

3. A clause which stipulates that if any strike or lock-out 
shall last more than three days a claim may be made on the 
fund — 

(i) by w'ay of fine or penalty; 

(ii) by way of damages or compensation for loss 
sustained. 

Another important and suggestive factor is the belief of all 
parties in the industry that its welfare is best served by collective 
bargaining between two strong and fully representative organi.sa- 
tions. This is emphatically set forth in the following resolution, 
passed originally in 1913, and reprinted with the Conference 
Agreement of 1 926 : 

“ For the moi^ effective enforcement of any agreements, 
aw'ards, or decisions, as well as for the general advantage 

162 


COLLECTIVE BARGAINING 


of the industry, the Federation and the National Union 
equally reco.qnise the importance of their respective organisa- 
tions being as numerically strong and as fully representative 
as possible of employers and operatives in all centres of 
the shoe trade, and is of opinion that the best interests 
of the trade will be observed, if all manufacturers can 
be encouraged to join the Boot and Shoe Manufacturers’ 
F'ederation and all operatives encouraged to join the 
National Union of Boot and Shoe Operatives.” 

This resolution is largely due tq the fact that the employers’ 
organisation only covers about 90 per cent, of the trade; it is 
said that 10 per cent., who remain outside, pay a lower wage 
and give worse conditions, and in this way cause very serious 
competition. Failing com})lete organisation, the industry is 
anxious to have compulsory powers to force these employers to 
observe the agreed conditions. On several occasions the industry 
has passed the following resolution ; 

“ This National Conference again urges upon the Govern- 
ment the desirability of giving to national agreements vol- 
untarily entered into and approved by Joint Industrial 
Councils the same validity as awards under the Trade 
Boards Act, witii the object of ensuring the observance of 
fair conditions of labour, by all engaged in the industry, 
and requests the Government to give facilities for putting 
into law the Tndu.strial Council Bill read a second time on 
29th May, 1924.” 

Detailed procedure is laid down for dealing with disputes, 
which as a last resort are considered by the Local Board of 
Arbitration and Conciliation or, failing settlement there, by an 
Arbitrator or Umpire. The penalties imposed upon the Em- 
ployers’ hederation or the Operatives’ Union are claimed before 
and assessed by an Umpire appointed for that purpose. 

The success of the scheme may be judged from the fact 
recorded by the Balfour Committee that in the first tw'enty-five 
years fines were inflicted totalling only £838. 

Practically speaking, there have been no strikes or lock-outs 
in the thirty-two years since the agreement was made, and it is 
clear that there has been a steady increase of co-operation between 
the two sides throughout the whole of this f>eriod. in spite of the 
extraordinary difficulties caused by war conditions. This is all 
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the more important and reassuring in view of the fact that the 
boot and shoe trade is a highly competitive industry, subject to 
the full blasts of foreign competition. 

(d) The Railway Experiment . — One other experiment 
calls for notice. In one of the most vital of all in- 
dustries — the railways — a very complete system of con- 
sultation and discussion closely akin to the Whitley Scheme 
has been established under the Railways Act of 1921, and by 
agreement between the Companies and the Railways Unions. 
Conciliation machinery had. been established in 1907, but as 
recently as 1913 the Railway Companies were refusing to have 
any dealings with the Unions. The change of outlook repre- 
sented by this new system is therefore remarkable indeed. All 
questions of pay, hours, and conditions of labour are negotiated 
between district committees repre.senting the two sides; national 
questions are negotiated by a committee on which both sides are 
represented. In the event of disagreement, the question at issue 
is referred to a Central Wages Board, consisting of an equal 
number of representatives from each side. From this body an 
appeal lies to the National Wages Board, in which six representa- 
tives from each side are joined by four representatives of the 
users of the railways under a neutral chairman appointed by the 
Ministry of Labour; and it is agreed that there shall be no 
stoppage until the National Wages Board has given its report, 
which must be within twenty-eight days. 

All who have experience of the working of the National 
Wages Board agree that the presence of the five neutral members 
has been of real value in settling obstinate differences. This is 
a point of considerable importance, because most of the other 
major industries have hitherto strenuously resisted calling in a 
neutral element in this way. This rather elaborate conciliation 
machinery has the wholehearted support of the management and 
of the unions, and has on the whole worked exceedingly well. 

Even more interesting has been the development of a 
complete system of co-operative discussion at every stage. Joint 
Local Departmental Committees representing groups of grades 
at every important centre discuss the convenient arrangement of 
working hours, holiday arrangements, rules, improvements in 
organisation, and obAacles to efficiency, and the best ways of 
handling traffic. Above the.se are Sectional Railway Councils, 
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not more than five on each of the four big systems, which discuss 
the local application of national agreements, suggestions as to 
operation, methods of securing more business and greater effici- 
ency or economy, the modes of recruitment to the staff, and the 
general well-being of the staff. Above these is a Railway Council 
for each system, consisting of ten representatives from each side. 
At present all these arrangements apply only to operating staffs ; 
liut similar machinery has lately been agreed for the workshop 
staffs and will shortly be in operation. Here is a complete 
system, not merely of “ conciliatio.n ” when disputes arrive, but 
of co-operation which, if it works well, will utilise the hitherto 
wasted abilities of the staff, and give to the man of ability every 
opportunity of making his mark, not by creating trouble but by 
using his brains. Surely this system, made by agreement in one 
of the public services which has hitherto been much disturbed, 
affords evidence of the direction towards which our industrial 
system is tending. 


lo. A Habit of Consultation 

The four examples we have given are encouraging evidence 
that in some parts of the industrial field there has been a strong 
and successful movement towards the organisation of peaceful 
modes of settlement. A settled habit of constant consultation 
between the management and the workers has grown up. They 
are learning to know and trust one another, and their negotiations, 
even when acute differences arise, are carried out in a friendly 
spirit, and with a background of mutual confidence. 

It is only necessary to turn one’s thoughts to the mining 
industry to realise how utterly collective bargaining has failed 
to achieve this result in certain cases. The industrial friction 
and strife which result are ruinously wasteful; they concern not 
only the two parties directly involved. The nation, represented 
by the State, forms a third party whose interests cannot be dis- 
regarded. No effort must be spared by the State in endeavour- 
ing to establish throughout industry the high standards which 
some industries have already succeeded in attaining for them- 
selves. Accordingly we must next consider what part the State 
has taken, and is taking, in the promotion of industrial peace. 
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CHAPTER XV 


THE S'J'ATE ANH INDUSTRY 

T here are slill many people who hold that Vhe State 
ought not to “ meddle with industry,” or to intervene in 
any way in the conflicts between capital and labour, but 
should confine itself to holding the ring while the disputants 
fight out their differences. This is an untenable doctrine, which 
is quite out of relation with the facts. The State cannot look 
on indifferently while civil war rages between organised bodies 
of its citizens, for its primary function is to substitute the rule 
of reason and law for that of force. It exists to maintain peace, 
justice, and liberty for all its citizens, and this obligation does not 
cease in the sphere of industry. Accordingly, whatever statesmen 
might believe in theory, they have been forced by the pressure 
of events to intervene more and more actively in itidustrial 
matters. They have often acted reluctantly, taking out of the 
hands of industry the settlement of many important questions, 
simply because industry had no satisfactory machinery for 
settling them justly itself. This process has been going on for 
nearly a hundred years, and both of the older political parties 
have had a hand in it, though the Liberals have been incomparably 
the more active. 

I. Legislative Intervention 

At one point or another the State now deals directly in 
numerous instances with conditions of employment, with the 
hours of labour, with the determination of wage-rates, with the 
classification and selection of workpeople, with the training of 
recruits for industrial work, and with the maintenance of un- 
employed workers. 

Conditions of Employment 

State regulation of the conditions of labour has been mainly 
embodied in the long series of Factory Acts and Mines Acts. 
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The first of these to be effective was the Act of 1833, carried 
in the first year of the first Liberal Government. Its main pro- 
visions were taken over from Tory philanthropists who had failed 
to carry it in Tory Parliaments; but there was added a new 
provision creating a staff of factory inspectors, and this 
was what made the Act effective. Not only did the inspec- 
tors see that the Act was carried out; their reports showed 
the need for further provisions, and the Factory Code was in the 
main due to their suggestions. As the Factory Code expands 
and becomes more complex — and this must happen as mechanism 
develops — it is surely desirable that bodies of men possessing 
expert knowledge of the questions involved, from the point of 
view both of employers and of workpeople, should have some 
part (though not the final decisive voice) in framing these 
regulations. The factory legislation of the ftiture, specialised to 
meet the special needs of different industries, must draw its ulti- 
mate sanction from Parliament, and be not only administered but 
often suggested by bureaucratic experience. But much of the 
work of adjusting it to the practical needs of industry ought to 
be entrusted to competent bodies representative of managers and 
w^orkpeople. 


Hours 

State regulation of the hours of labour was begun in the 
early Factory and Mines Acts, primarily in regard to the labour 
of women and children, but the limitation of their hours brought 
with it also a limitation of the hours worked by men. In the 
main the regulation of hours has been determined by collective 
bargaining. But the pre-war Liberal Government legislated 
directly on the hours of labour in two industries — retail distri- 
bution in the Shops (Flours) Act, and mining in the Eight Hours 
Act. 1 he State took action in the first instance because the 
workers concerned were unorganised, in the second instance be- 
cause the feeling between employers and workers was so much 
embittered that no settlement by agreement was possible. Since 
the War the eight-hours day, or the forty-eight hours week, has 
been secured by means of collective bargaining practically 
throughout the range of British industry. 

An attempt has been made in the W?ishington Hours Con- 
vention to extend this standard internationally, so as to prevent 
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competition in working hours prejudicial to the worker. Great 
Britain has not yet ratified the Hours Convention, though some 
other countries have done so. The grounds given for our non- 
ratification are that the terms of the Convention, as drafted, are 
not sufficiently elastic, and do not allow for special conditions 
which exist in particular industries. In particular, (i) the 
method of regulating overtime prescribed by the Convention is 
less suitable to British conditions than that which in prac- 
tice exists; (2) the provisions of the Convention are in 
contravention of those embodied in the Railways Act' of 1921, 
though these latter equally secure the end in view; (3) the terms 
of the Convention would not, without adjustment, permit of the 
institution of a weekly half-holiday, practically universal through- 
out British industry. The whole system has been under con- 
tinuous discussion for the last six years, in connection with which 
the admirable work of the International Labour Office is deserv- 
ing of the highest praise, and agreement between Great Britain 
and other industrial powers upon the terms of a revised Conven- 
tion ought not to be difficult. Such agreement ought to be 
strenuously pressed forward, as it is highly desirable that the 
principle of the 48-hour week should be safely established by the 
law of the land. Such a law would make the new standard safe 
against infringement. It would be an instance of what we con- 
ceive to be the right procedure under a rational system of 
industrial self-government. A .standard is established by agree- 
ment after di.scussion, and it is then ratified and made legally 
enforceable by the sovereign authority of Parliament ; but the 
detailed application of the principle to the conditions of particular 
industries should be left to their representative regulating bodies. 

Wages 

The determination of wage-rates is pre-eminently a subject 
for collective bargaining, and constant readjustment is needed as 
the conditions change through the introduction of new processes, 
the expansion and contraction of markets, and the rise and fall 
of prices or of the cost of living. But there are many minor 
trades so ill-organised that collective bargaining cannot take place. 
Here the unqualified (fictatorship of the employer still survived, 
and the result was sweating. In 1909 the pre-war Liberal 
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Government introduced the Trade Boards Act to deal with this 
problem. The Act constituted a very striking new development 
of State action. In effect, the State set up machinery for the 
fixing of minimum wage-rates where lack of organisation de- 
prived the worker of adequate protection, and for enforcing 
these rates by process of law : it was to be made an offence to pay 
less than the defined minimum. Collective bargaining has never 
been able to use such formidable sanctions for the enforcement 
of its decisions. 


2. The Trade-Board System 

The duty of fixing minimum wage-rates was entrusted to 
bodies in which the conditions of collective bargaining were as 
nearly as possible reproduced through the presence of equal 
numbers of employees and workpeople. But these representa- 
tives were nominated by the Government — at first by the Board 
of Trade, later by the Ministry of I^abour. Where any organisa- 
tion on either side existed in the trade, it was naturally invited 
to propose names ; but the representatives were actually appointed 
by the Government, not by their trade organisation. Moreover, 
there were added a neutral chairman and other neutral members, 
nominated by the Government; and experience has shown, not 
only that the final decision has often rested with them, but that 
their presence has made the other elements more reasonable, both 
sides being anxious to win the neutral members to their side. 
The rates fixed by these Boards have to be approved by the 
Ministry of Labour, and a full opportunity is given to the trade 
to lodge objections. But once an order is issued, the rates become 
legally enforceable as if they had been laid down by statute. The 
employer who does not pay them may be prosecuted and fined; 
he may also be sued for arrears by the aggrieved workman. A 
staff of inspectors is maintained to see that the rates thus fixed 
are observed, and to initiate prosecutions where necessary. 

It is essential that all parts of the industry, and not merely 
those represented by any organisations which may exist, should 
be represented; otherwise, for example, those elements in the 
trade which were situated in large town^ would be able to fix 
rates unfavourable to competitors in country districts. This is 
why the Ministry keeps the ultimate appointments in its own 
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hands. The presence of a neutral element also helps to secure 
justice, as between these competing interests, besides helping the 
two sides to come to an agreement. It is further necessary that 
the range to be covered by the decisions of a Board should be 
clearly defined. This task of demarcation presents many diffi- 
culties; but they have been successfully overcome by the staff 
of the Ministry. 

In the first instance this striking new procedure was limited 
to trades in which wage-rates were “ exceptionally low,’’ and by 
1914 only seven trades, covering 500,000 workers, had been 
brought under its scope. It was also restricted to the fixing of 
minimum rates, on the ground that Government interference 
was only justified by the social necessity of preventing sweating. 
From the first the system worked extremely well. It not only 
protected the workers, it protected the good employers against 
the bad; and instead of ruining the trades concerned, the en- 
forced increase of their wages led to an improvement in efficiency 
both because the workers were more fit to work, and because 
the employer was forced to study the methods of production 
more closely in order to cover his costs. In 1918 the scope of 
the system was greatly extended. It was made applicable to 
any “ unorganised ” trade, and in two years no less than 28 
Trade Boards, covering 1.000,000 workers, were established. 
Moreover, the Boards began to fix not only minimum rates, but 
standard rates throughout the industries affected; and it now 
became possible that a failure to pay not merely a subsistence 
wage, but a high rate, might be punished in the courts as a 
criminal offence — a thing which has never been possible in the 
most highly organised trades. In a modified form the system 
has also been applied to agriculture. 

But with this exception, owing to a change in the attitude 
of the Government, no addition has been made to the number 
of Trade Boards since 1921. There are now Trade Boards in 
thirty-seven industries ^ covering 1,500,000 workers. 


1 Trade Boards arc at present in existence in the following industries 
(date of establishment in brackets) : 


Aerated Water (1920) 

Boot and Floor Polish (1921) 
Boot and Shoe Repairing {1^19) 
Brush and Broom (1919) 

Button Making (1920) 


Chair (1910) 

CofHn Furniture and Cerement Making 

(1919) 

Corset (1919) 

Cotton-waste Reclamation (1920) 
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Having regard to the imn^ense difficulty of wage regulation 
since the War, we consider the Trade Board Acts to have been 
surprisingly successful and to be among the most beneficent 
measures of social reform ever introduced. 


3. Fostering Industrial Self-Government 

The State, then, has undertaken the task of industrial regu- 
lation in a great many spheres, instead of leaving it to industry 
itself. These interventions have •been socially beneficial. But, 
in fact, the enlargement of the industrial functions of the State 
has been undertaken at every stage with reluctance; and while 
it has been taking place there has also been a steady movement 
of opinion towanls the view that the voluntary organisation of 
industries for self-regulation offered the true line of advance. 

It is instructive to trace the stages in the formulation, at first 
vague and dim, of this new conception of the organisation of 
industry. In 1891 a Royal Commission on Industrial Relations 
reported that voluntary action on the part of Capital and Labour 
in the creation of machinery for the settlement of disputes was 
the best line of advance, and that Government ought to assist 
this development by setting up a department to watch industrial 
issues, and to offer me<Iiation ivhen possible. The result was 
the passage of the Conciliation Act in 1896, which empowered 
the Board of Trade to undertake mediation work — a function 
transferred in 1917 to the Ministry of Labour, and performed 
with steadfast patience and a good deal of success. 


Footnote (continued). 

Dressmaking and Women's Light 
Clothing (iQig) 

Flax and Hemp (1920) 

Fur (1919) 

General Waste Reclamation (1920) 
Hair, Bass, and Fibre (1920) 

Hat, Cap, and Millinery (1920) 

Hollow- ware (1914) 

Jute (1919) 

Lace (1910) 

Laundry (1919) 

Linen and Cotton Handkerchiefs, etc. 
(1920) 

Made-up Textiles (1920) 

Mantle and Costume (1919) 


Milk Distributive (1920) 

Ostrich Feathers, etc. (1921) 
l^aper Bag (1919) 

Paper Box (1910) 

Perambulators, etc. (1920) 

Pin, Hook, and Eye (1920) 

Rope, Twine, and Net (1919) 

Sack and Bag (1921) 

Shirtmaking (191^) 

Stamped or Pressed Metals (1920) 
Sugar Confectionery (1914) 
Tailoring J 1 909 and 1919) 

Tin Box (1914) 

Tobacco (1919) 

Toy (1920) 
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hands. The presence of a neutral element also helps to secure 
justice, as between these competing interests, besides helping the 
two sides to come to an agreement. It is further necessary that 
the range to be covered by the decisions of a Board should be 
clearly defined. This task of demarcation presents many diffi- 
culties; but they have been successfully overcome by the staff 
of the Ministry. 

In the first instance this striking new procedure was limited 
to trades in which wage-rates were “exceptionally low,” and>by 
1914 only seven trades, covering 500,000 workers, had b^n 
brought under its scope. It was also restricted to the fixing of 
minimum rates, on the ground that Government interference 
was only justified by the social necessity of preventing sweating. 
From the first the system worked extremely well. It not only 
protected the workers, it protected the good employers against 
the bad ; and instead of ruining the trades concerned, the en- 
forced increase of their wages led to an improvement in efficiency 
both because the workers were more fit to work, and because 
the employer was forced to study the methods of production 
more closely in order to cover his costs. In 1918 the scope of 
the system was greatly extended. It was made applicable to 
any “ unorganised ” trade, and in two years no less than 28 
Trade Boards, covering 1.000,000 workers, were established. 
Moreover, the Boards began to fix not only minimum rates, but 
standard rates throughout the industries affected; and it now 
became possible that a failure to pay not merely a subsistence 
wage, but a high rate, might be punished in the courts as a 
criminal offence — a thing which has never been possible in the 
most highly organi.sed trades. In a modified form the system 
has also been applied to agriculture. 

But with this exception, owing to a change in the attitude 
of the Government, no addition has been made to the number 
of Trade Boards since 1921. There are now Trade Boards in 
thirty-seven indu.stries ^ covering 1,500,000 workers. 

^ Trade Boards are at present in existence in the following industries 
(date of establishment in brackets) ; 

Aerated Water (igao) Chair (igio) 

Boot and Floor jPolish (1921) Coffin Furniture and Cerement Making 

Boot and Shoe Repairing (i^ig) (1919) 

Brush and Broom (1919) Corset (1919) 

Button Making (1920) Cotton-waste Reclamation (1920) 
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Having regard to the immense difficulty of wage regulation 
since the War, we consider the Trade Board Acts to have been 
surprisingly successful and to be among the most beneficent 
measures of social reform ever introduced. 


3. Fostering Industrial Self-Government 

The State, then, has undertaken the task of industrial regu- 
lation in a great many spheres, instead of leaving it to industry 
itself. These interventions have -been socially beneficial. But, 
in fact, the enlargement of the industrial functions of the State 
has been undertaken at every stage with reluctance; and while 
it has been taking place there has also been a steady movement 
of opinion towanls the view that the voluntary organisation of 
industries for self-regulation offered the true line of advance. 

It is instructive to trace the stages in the formulation, at first 
vague and dim, of this neiv conception of the organisation of 
industry. In 1891 a Royal Commission on Industrial Relations 
reported that voluntary action on the part of Capital and Labour 
in the creation of machinery for the settlement of disputes was 
the best line of advance, and that Government ought to assist 
this development by setting up a department to watch industrial 
issues, and to offer mediation when possible. The result was 
the passage of the Conciliation Act in 1896, which empowered 
the Board of Trade to undertake mediation work — a function 
transferred in 1917 to the Ministry of Labour, and performed 
with steadfast patience and a good deal of success. 


Footnote (continued). 

Dressmaking and Women’s Light 
Clothing (1910) 

Flax and Hemp (1920) 

Fur (1919) 

General Waste Reclamation (1920) 
iiair, Bass, and Fibre (1920) 

Hat, Cap, and Millinery (1920) 

Hollow- ware (1914) 

Jute (1919) 

Lace (1910) 

Laundry (1919) 

Linen and Cotton Handkerchiefs, etc. 
(1920) 

Made-up Textiles (1920) 

Mantle and Costume (1919) 


Milk Distributive (1920) 

Ostrich Feathers, etc. (1921) 
Paper Bag (1919) 

Paper Box (1910) 

Perambulators, etc. (1920) 

Pin, Hook, and Eye (1920) 

Rope, Twine, and Net (1919) 

Sack and Bag (1921) 

Shirtmaking (1914) 

Stamped or IVessed Metals (1920) 
Sugar Confectionery (1914) 

T adoring J 1 909 and 1919) 

Tin Box (1914) 

Tobacco (1919) 

Toy (1920) 
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Whitleyism 

In 1916, half-way through the War, when men were begin- 
ning to think of the work of reconstruction which awaited them 
■when peace came, Mr. Asquith (then Prime Minister) appointed 
a Committee on Industrial Relations under the chairmanship of 
a Liberal member, Mr. J. li. Whitley (now Speaker). Its in- 
structions marked a new conception of the industrial problem. It 
was instructed not merely to recommend methods of conciliating 
disputes, but “ means for securing that industrial conditions. . . . 
shall be systematically rcvieivi^d by those concerned." In accord 
with these instructions the Committee presented a report which 
gave the first clear outline of a reconstructed industrial system, 
based upon the co-operation of organised Labour and organised 
Capital. 


A New Ideal of Industrial Organisation 
It proposed the establishment, in every organised industry, 
of standing Joint Industrial Councils, composed of equal 
numbers from both sides, for “ the regular consideration of 
matters affecting the progress and well-being of the trade, from 
the point of view of all those engaged in it.” These Councils 
were to e.xist primarily not for the purpose of conciliation, but 
for the purpose of regular consultation and co-operation; and 
the kind of subjects they were to discuss were broadly indicated. 
They were to include : 

(1) the better utilisation of the practical knowledge of the 
workpeople ; 

(2) the means of securing to workpeople a greater respon- 
sibility for determining the conditions of their work; 

(3) the settlement of the general principles governing the 
conditions of employment; 

(4) the establishment of regular methods of negotiation ; 

(5) methods of fixing and adjusting earnings, and of securing 
to the workpeople a share in increased prosperity; 

(6) technical education and industrial research; 

(7) the provision of facilities for inventions and improvements 
designed by workpeople; 

(8) improvements of processes, machinery, and organisation; 

(9) proposed legislation affecting the industry. 
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This embodied a new and more generous conception of the 
part which joint bodies might play in the regulation of their 
industries; and it was also recommended that a full system of 
district committees and works councils should be set up, all to be 
organised upon a half-and-half basis, though the precise rela- 
tions between these various bodies were not clearly indicated. 

In illustration of what the Committee had in mind, a short 
description may be given of one of the Councils which have been 
most successful in interpreting the ideas of the Whitley Com- 
mittee. 


The Printing Trades Joint Industrial Council 

The Joint Industrial Council for the Printing and Allied 
Trades was set up in 1919 and consists of 70 members, 35 re- 
presenting the two Employers’ Associations, and 35 representing 
the seventeen Trade Unions concerned. The objects, as stated 
in the Constitution, are very similar to those suggested by the 
Whitley Committee, and set forth in detail above. 

A great deal of the work of the Central Council is done 
through committees, of which there are nine, all of them joint 
with an e<[ual representation of both sides. 

The subjects with which these committees are concerned are 
as follows : General Pttrposes, Finance, Organisation, Concilia- 
tion, Health, Unemployment, Costing, Apprenticeship, and 
Betterment. 

The Organisation Committee is responsible for the setting up 
of joint District Committees ; a District Committee has now been 
organised in practically all large centres. The Conciliation Com- 
mittee deals with all disputes referred to it by a District Com- 
mittee or by the national negotiating bodies. Its findings do not 
bind the parties to a dispute, but they have only been disregarded 
in two cases out of forty dealt with in eight years. The Costing 
Committee has approved a costing system which is now generally 
in operation. The Apprenticeship Committee has prepared an 
agreed apprenticeship scheme, which has also received the Coun- 
cil’s approval. The Betterment Committee aims at enlisting the 
co-operation of the workers in the sphere of production; it 
has under discussion such problems as pTece-work payment, the 
reduction of costs, and the possibilities of profit-sharing. 
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The Whitley scheme represented an ideal for the better order 
which we all hoped was about to begin after the War. At first 
it was welcomed with great ardour, and travelling officers of 
the new Ministry of Labour went about the country stimulating 
the formation of Joint Industrial Councils. Before the end of 
1921, seventy-four Industrial Councils had been set on foot. In 
some industries, notably printing, pottery, quarrying, and the 
electrical trades, the new .system has worked well ; there has been 
valuable discussion on many of the constructive issues suggested, 
which has genuinely increased mutual understanding and 
strengthened the sense of a common interest in the success of the 
industry. But, on the whole, the system has not justified the 
glowing hopes of its founders. Twenty-seven of the original 
.seventy-four Councils have broken down altogether, and some of 
the others are in a comatose condition. It would be gravely 
misleading, however, to say — as is sometimes .said — that the 
Whitley scheme has failed. In those industries in which the 
conditions were favourable, it has not only worked well, but has 
given birth to a new conception of what the co-operative regula- 
tion of inclustry'^ may be. 

The Successes and Failures of IVhitlcyism 

It is important to understand the causes of the limited degree 
of success Avhich has attended the Whitley scheme; for when these 
causes are understood, it becomes apparent that what has hap- 
pened offers far more ground for hope than for discouragement.' 

(i) The experiment was launched at what was probably the 
most difficult possible moment — just at the end of the War, when 
everybody was cheri.shing fantastic and unrealisahlc expectations. 
Everywhere men Avere being captiv^ated by the rosy haze of the 
Socialist mirage, Avhose insubstantiality had not yet been demon- 
strated; and the mode.st promises of Whitleyism seemed trivial 
in comparison. The new system had to establish itself during 
years of the fiercest industrial strife that this country has ever 
known; and it is fair to say that the Whitley industries were less 
affected by this strife than others. The surprising thing is, per- 
haps, that so many as forty-se\’en councils should have survived 
this ordeal. 

(ii) The new system needed, during the years of its establish- 
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ment, careful help and guidance by some central body repre- 
sentative of industry, especially to help it in overcoming the 
difficulty of demarcation between industries, and in adjusting the 
general scheme to the varying needs of different trades. During 
the first years the Ministry of Labour tried to perform this 
function, and a staff of local officers were active in stimulating 
the organisation of Councils. But this help was suddenly cut 
off when the Geddes Economy Committee applied its axe to the 
great departments. 

(iii) The Councils were not^ endowed with any definite 
powers. So far as wage-agreements were concerned, they had 
neither more nor less than the old powers of collective bargain- 
ing: their conclusions depended for their validity upon the 
prospect of their being enforced by strike or lock-out, and there 
were no other means of enforcement. In regard to the new con- 
structive themes which they were asked to discuss, this lack of 
power robbed them of much of their appeal to bu.sy and prac- 
tical men. 

(iv) Finally, they lacked precise knowledge about the actual 
financial facts of the industries whose prospects they were called 
upon to consider. One or two of them tried to remedy this 
defect by calling upon firms in the industry to supply facts, which 
were collated by the secretary, and presented to the Councils in 
a generalised form. One has only to glance at the returns laid 
before the Council of the Wire Industry — showing the total 
capital invested in the industry, the total return upon it, the total 
cost of materials, the total outlay on wages, and so on — to 
realise that with such a body of material before it, the delibera- 
tions of an Industrial Council must assume quite a different 
character, more realist, more practical, more understanding. But 
few attempted this method, which cost a good deal of trouble; 
and in any case, there was no power to compel member-firms to 
make the necessary returns, which would be useless unless they 
\^ere complete. 

It is not surprising that, having to face all these difficulties, 
the Whitley Council experiment did not at once achieve complete 
success. The surprising thing is that it should have done as 
well as it has actually done. 
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4 - Prevention and Settlement of Disputes 

Besides encouraging industrial self-government, the State has 
set up central machinery for dealing with industrial disputes. The 
first successful step in this direction was the Conciliation Act of 
1896. This marked a real advance in the two directions. It set up 
arbitration machinery which was purely voluntary; nobody was 
compelled to have recourse to it or bound to accept its decisions 
except as a matter of honour. In other words, Government machin- 
ery was set up which depended for its success upon goodwill, and 
from that date the system of arbitration has steadily gained 
public confidence, and has been able to render useful service. 

Secondly, responsibility for dealing with certain Labour 
questions was laid upon the Board of Trade, who had to allo- 
cate the duties connected therewith to a suitable staff. In Sir 
William Mackenzie’s words, “ In retrospect we see that the im- 
portant consequence of the Act was that under it a corner of a 
Government Department became concerned with industrial dis- 
putes as a matter of official duty, and what 1 may call the art of 
conciliation and arbitration began to develop. It became some- 
one’s ‘ job ’ to take a hand, from an imperial standpoint, and 
with the authority of the Government behind him, in a dispute, 
which was involving loss and public inconvenience.’' The depart- 
ment of the Board of Trade concerned reached, specially under 
Lord Askwith, a position of great importance and influence; the 
Act must certainly be accounted a success, though comparatively 
few cases were submitted to arbitration under it, the greatest 
number in any year being 99 in 1913. 


The Ministry of Labour 

The dual system of conciliation and of arbitration has con- 
tinued. In 1917 the duties of the Board of Trade in this matter 
were handed over to the newly created Ministry of Labour. 
The Ministry ^ performs four main functions : 

( I ) It administers the Unemployment Insurance Scheme, 
and the network of Labour Exchanges which cover the 
country. 

* For our constructive proposals regarding the Ministry, see pp. 220 ff. 
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(2) It administers the Trade Boards Acts, sets up Trade 
Boards as required, provides them with secretarial aid, and 
issues Orders fixing wage-rates. 

(3) Through the Labour Gazette and in other ways it 
provides ;statistical and other information bearing upon 
labour questions; but the main body of statistical material 
bearing upon the industry falls outside its scope. 

(4) It maintains an Industrial Relations Section, which 
has officers stationed in the principal industrial centres of 
the country, whose duty it is to keep in touch with industry, 
to prevent disputes occurring, and to endeavour to compose 
them when they do occur. At the appropriate moment they 
may suggest reference to arbitration, though it is an accepted 
principle that this should not be done until the parties have 
found it impossible to agree otherwise, for voluntary agree- 
ment is always better than arbitration. Until 1921 this sec- 
tion was active in stimulating the formation of Joint 
Industrial Councils. Since then this has been impossible on 
account of the reductions of staff forced by the Geddes 
Economy Campaign. 

The Industrial Court 

One of the Important results of the work of the Whitley 
Committee was the setting-up, under the Industrial Courts Act, 
1919, of the Indtistrial Court. This is the first Permanent Arbi- 
tration Court set up in this country. It is presided over by a 
, whole-time professional expert of high standing, who is assisted 
by a panel of chairmen, at pre.sent numbering three, and a panel 
of members, of whom at present there are nine. The chairmen 
and members (following the recommendation of the Whitley 
Committee) are “ persons who have practic.al experience and 
knowledge of the industry, and who are acquainted with the 
. respective standpoints of employers and workpeople.” Cases 
may be heard before a single arbitrator, but normally the Court 
fv consists of the President (or one of the chairmen) sitting with 
■ii two other members. 

I The wages system of the country is of the utmost com- 
plexity, and every change has reactions wliich can only be fore- 
l^een by experts. The most brilliant amateur, casually called in 
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to deal with some technical wage problem, cannot possibly act with 
the wisdom of a permanent tribunal which is dealing every day 
with disputes covering an immense variety of trades. 

The Court has dealt with over i,ooo cases, and its decisions 
have almost invariably been accepted by both sides. It must be 
remembered that recourse to it is purely voluntary, and that it 
can only continue to function so long as it gives satisfaction. 

The suggestion has sometimes been made that such a Court 
might in course of time work out a body of principles in accord- 
ance with which disputes and differences can be decided, and so, in 
the phrase of Mr. Justice Higgins, add a “ New Province to Law 
and Order.” Sir William Mackenzie, for five years President 
of the Industrial Court, has put this possibility in the following 
words ; 

“ We see in the Industrial Court something akin to the old 
Courts of Common Law. Their early decisions are decisions on 
particular facts rather than on principles of law, for the prin- 
ciples of law had hardly begun to be ascertained. Gradually 
settled principles emerge which to-day appear commonplace. The 
Common Law has had a slow and gradual growth, but it had 
a beginning; the authority for early decisions must have been 
nothing more than some principle springing from the general 
social conscience. It is a recognition of this fact which has led 
the Industrial Court to move considerably in advance of previous 
arbitration practice in this country. Its decisions are in the main 
reasoned decisions, sufficiently explicit to show by what con- 
siderations the Court has been moved. In short, it has made a 
beginning in the task of laying down our corpus of industrial 
law.” 

Such a development, whatever its future, has not proceeded 
far as yet. A Court is, however, in a position to formulate in 
precise terms the custom of an industry and to crystallise agree- 
ment as it is reached. Moreover, the mere process of argument 
before a Court tends to strengthen the influence of reason and 
lessen the influence of mere force in industrial settlements. 

If for any reason the parties to a dispute prefer it, they may, 
instead of going to the Industrial Court, go before a single 
arbitrator or before a special board of arbitrators appointed for 
the occasion. The A’finister also has power to set up a special 
Court of Inquiry, with or without the assent of the parties, not 
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to give a judgment, but to lay before the nation a full and un- 
biased statement of the whole case. It is, however, felt by those 
who share the views of Sir William Mackenzie that a temporary 
Court of this sort, set up under a Judge who does not know 
the conditions prevailing in the different industries, is apt to 
give decisions which will have unforeseen and undesirable reper- 
cussions on other industries. 

5. Compulsory Arbitration 

Encouraged by the success of the Industrial Court, some have 
urged that the State might proceed to establish a system of com- 
pulsory arbitration whereby all disputes not settled in the process 
of collective bargaining should be referred for judicial decision 
to a tribunal clothed with the State’s authority, and empowered 
to enforce its decisions by pains and penalties. Important and 
valuable experiments in this direction have been made in Aus- 
tralia, New Zealand, and Germany. We have carefully studied 
these experiments, and have been forced to the conclusion that 
they cannot with advantage be imitated in this country, for the 
following reasons ; 

(1) Compulsory arbitration would not be an extension, but 
in some sense a reversal, of the policy which has been set 
up by the Industrial Court ; for the essence of this policy 
is that resort to the Court must be voluntary, and it lays 
the utmost emphasis upon the importance of agreement 
between the two sides. 

(2) No judicial system can work with general assent unless 
it administers a set of known and established rules, based 
upon generally accepted principles. We have already 
shown that no such principles can be defined as regards 
wage-levels in different industries. In these circumstances 
the decision of a Court could not be the application of an 
accepted rule; it would rather be an attempt to reach a 
workable compromise — that is to say, it would be con- 
ciliatory rather than judicial. 

(3) It would often be difficult if not impossible to enforce an 
unacceptable decision upon powerful organisations cover- 
ing whole industries. Neither side Is yet willing to con- 
template the complete abandonment of the right to strike 
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or to lock out which is implied in compulsory arbitration. 
Australian experience supports this conclusion. But if 
the system cannot be made fully compulsory, it is better 
to recognise this from the outset. 

(4) An attempt to enforce arbitration might actually have the 
effect of diminishing the anxiety of tlie parties to come 
to an agreement, since they would know that in the last 
resort there would be a reference to the Court; and each 
side, convinced that it was riglit, would hope for a favour- 
able decision. A further disadvantage of an Arbitration 
Court is that it is usually held in public, with the Press 
present, and that the advocates on both sides are therefore 
tempted to overstate their case, so as to make their sup 
porters feel what a good fight they have made. This leads 
to the presentation of two extreme claims and makes the 
task of the arbitrator, in trying tf) arrive at the best result, 
much more difficult than that, for instance, of the chair- 
man of a Trade r>oard, who can talk confidentially to the 
two sides in private. The gener.al use of arbitration would 
tend therefore to weaken the .sense of responsibility of the 
two sides, and retard the growth of industrial self-gov- 
ernment by discussion and agreement. 

For the.se reasons we conclude tliat it would be a mistake to 
resort to compulsory arbitration. We believe that the Industrial 
Court as it exists to-day is well adapted for the purjxise both of 
a Court of Reference and perhaps of gradually building up a 
practical set of principles for the settlement of industrial disputes. 
But it cannot, by itself, provide a solution of the industrial prob- 
lem. It is not by conciliation after disputes have arisen, but 
by the practice of discussion, the gradual formulation of prin- 
ciples, and the growing recognition of common interests, that 
health will be found. When the Court of last resort is constantly 
called into play, friction and disunity must be deep-seated ; and 
it will be the best omen of industrial well-being when the Court 
is scarcely needed at all. 
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TPIE REMUNERATION OF THE WORKER 

T III^ huge and complex machinery of collective bargaining 
wdiich \vc described in the last two chapters is mainly used 
for fixing wages ; and the friction and misunderstanding 
between management and labour, which so gravely restrict our 
productive power, mainly arise from differences about wages. 
Hence the primary purpose of any improved system of industrial 
relations must be to make agreement about wages easier. For 
that reason, before describing the reforms which we suggest, it 
is necessary to discuss, in some detail, the principles which ought 
to govern wage-adjustment. We do not propose to enter upon 
any elaborate analysis of the theory of w'ages, which is a highly 
technical branch of economic science, but to discuss, as broadly 
and clearly as possible, the practical considerations which ought 
to govern the process of wage-fixing, and which therefore ought 
to influence the structure and working of the bodies that carry 
on this process. 


A. General Considerations 

The Importance of Hi(/h IVages . — It is a primary interest 
of the whole community, and not merely of the wage-earners 
themselves, that the general level of wages should be as high 
as possible; and the chief reasons for desiring industrial 
progress is that higher wages should be made possible in 
order that the general standard of life may be raised. 
Industry is not an end in itself; it exists in order to provide 
livelihood for the whole community, and livelihood is expressed, 
for the vast majority, in terms of wages or salaries. The claims 
of capital and labour, therefore, stand on quite a different footing. 
The social justification for giving an adequate return to capital 
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is tliat unless this is done people will not save, there will not be a 
sufficient supply of new capital to meet the needs of industry, 
and therefore the livelihood (i.e. in the main, the wages) of the 
nation will suffer. The social justification for paying high wages 
is not merely that this will lead to better production, though 
it often does so; high real wages are an end in themselves, 
because high wages mean general well-being. Capital is a means 
to an end, and the end is the provision of livelihood. It is the 
best test of a sound industrial system that it should bring about 
a steadily rising level of wages while yielding a sufficient but 
not extravagant return to capital. 

I. Mistaken Notions 

On both sides in the argument mistaken notions are very 
prevalent, and it is the clash of these conflicting errors that is 
the chief cause of friction. Let us consider first the mistaken 
notions that are prevalent among employers, and then the mis- 
taken notions that are prevalent among workpeople and their 
leaders. 

The Employers’ Fallacy . — It is often assumed by employers 
to be obvious that their interest must be for prices to be as 
high as possible and wages as low as possible. If that were 
so, their interest would be in direct conflict with that 
of the community as a whole, and with that of the 
workers in particular; these must both desire that prices should 
be low and wages high. When the matter is viewed from the 
standpoint of one employer alone and at a particular time, no 
doubt there is such a conflict; if prices were suddenly to rise or 
wages to fall he would profit, and if the o])posite were to occur 
he would lose. But from the standpoint of the employing class 
as a whole, and over a long period of time, the case is different. 
Since the wage-earning classes form the great majority of the 
purchasing public in the home market, the higher the general 
level of their wages and the more they have to spend, the better 
it is for trade, and therefore for the employers. And the lower 
prices can be kept, while still returning a profit, the wider, again, 
will be the manufacturer's market, both at home and abroad. The 
true interest of the employer, therefore, is to combine a policy 
of high wages with one of low costs, and this can only be achieved 
by securing the efficiency of his own organisation and by fostering 
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the efficiency of labour. The immense prosperity of American 
industry is largely due to the fact that, in many fields, it has suc- 
ceeded in reconciling these two factors which appear to be incom- 
patible : it has raised wages and lowered prices simultaneously. 

When British employers set themselves, as a matter of 
deliberate policy, to keep wages at the highest practicable level, 
and when they are able to prove to their workers (as they will 
have every motive for doing) that they are really pursuing this 
aim not for philanthropic but for business reasons, one of the 
chief obstacles in the way of mutual understanding and co-opera- 
tion will have been removed. For both sides will be striving 
after the same thing — high wages. 

The Worker/ Fallacy . — The mistaken notion which is most 
prevalent on the side of labour is that labour can only 
improve its position at the expense of capital, and that all the 
advances which it has been able to secure have in actual fact 
been won by means of the belligerent action of the Trade Unions. 
Behind this idea lurks the half-defined theory that there is only 
a permanently fixed amount of wealth to divide, and that 
there must always be a tug-of-war between labour and capital to 
decide which is to get the better share of it ; whereas it is nearer 
the truth to say that the amount available depends upon how 
much can be drawn out of the well, so that if, instead of pulling 
against one another, all hands were pulling on the rope together, 
the amount available might be almost indefinitely increased. The 
notion that labour can only advance at the expense of capital is 
very widely held, not by workpeople only. But it is quite in- 
correct, and is contradicted in the most striking way by the facts 
of history. Tt is worth while to dwell briefly upon these facts, 
because they are very illuminating. 

2. Why Wages Have Risen 

Sir Josiah Stamp has shown that during the nineteenth 
century the real wages of the workers were on the average 
quadrupled — their money-wages being roughly doubled, while 
the purchasing power of the pound was also doubled. This is a 
generally accepted fact : Mr. William Graham, for example, who 
is one of the ablest economists of the Labour Party, accepts it 
as established in his book on wages. But it was not only wages 
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that rose. All incomes rose, in roughly the same proportion. 
Therefore the increase in wages cannot have been at the expense 
of other sections of the community. 

Nobody, of course, can doubt that the steady pressure of the 
Trade Unions has very greatly contributed to improve the position 
of the workers, and to secure for them, not only in better wages, 
but in greater leisure and in better provision against insecurity, 
an ampler share in the growing wealth of the nation. But the 
improved wages have not been primarily, or even mainly, 4ue 
to the work of the Trade Unions. They could have achieved 
very little if the wealth of the nation had not been increasing; 
and the primary cause of the rise of wages has been an increase 
of efficiency in the production of wealth. 

This conclusion is forcibly borne out by the history of wage- 
movements during the last hundred years. It is unnecessary to 
trace the story in detail. But broadly it may be said that real 
wages, measured by their purchasing power, advanced steadily 
and rapidly during the greater part of the nineteenth century; 
and that, in the last years of that century and during the year 
preceding the War, the rate of advance slowed down until it 
became almost stationary. In the first of these periods Trade 
Unioni.sm was weak: it was not legalised until 1871, and at that 
date did not count more than 400,000 members. On the other 
hand, the productive capacity of British industry was growing 
very rapidly during that period, and its markets were expanding. 
In the second period, when the advance of wages was slowing 
down. Trade Unionism was growing very rapidly, and was 
pursuing a belligerent policy: its membership exceeded 
2,000,000 on the eve of the War. On the other hand, during 
this period British industry was faced by intense foreign com- 
petition, and was in many fields showing less alertness and effici- 
ency than some of its rivals, one reason for this being, perhaps, 
that labour and capital, instead of pulling together, were pulling 
against one another. In other words, the rate at which wages 
increase has been found to depend in prime degree upon the 
standard of our efficiency in producing wealth, and only in the 
second degree upon the strength or weakness of Trade Unionism. 

During the War ccwiditions were so abnormal that no infer- 
ences as to normal development can be drawn from it. The War 
undoubtedly brought about a great increase in our productive 
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capacity in many important industries ; and this might have been 
expected to lead to a substantial improvement in the level of wages. 
What has actually happened? The hours of labour have been 
greatly reduced, and in some “ sheltered ” trades and many un- 
skilled occupations real wages have been substantially increased. 
On the other hand, real wages have fallen definitely below pre- 
war levels in some of the biggest industries, and for seven conse- 
cutive years we have had at least a million unemployed, as well as 
a vast deal of short time. On the average, real wages appear 
to be slightly better than before the War ; but the movement has 
been very unequal in various trades. Trade Unionism has been 
far more powerful and far more belligerent than in any previous 
period of its history; yet all its efforts have failed to achieve for 
labour an improvement of wage-rates equivalent to our increased 
capacity for producing wealth. The reason is that we have been 
faced by exceptional difficulties in foreign trade, and that these 
difficulties have lieen gravely increased by the waste due to indus- 
trial friction at home. 


3. High VUgks Depkndknt on Efficiency 

The moral of this story stands out very clearly. It is that 
the level of wages depends upon (a) our efficiency in production, 
and (b) our ability to find markets for what w'e produce. When 
our productive power was increasing rapidly and our markets 
were expanding, wages rose rapidly, even though Trade Union- 
ism was weak. When our progress in efficiency slowed down 
or our markets were restricted, wages rose slowly or remained 
stationary, however strong and active Trade Unionism might 
be; and one of the causes of inefficiency and of loss of markets 
has been industrial strife. In so far as the Trade Unions can 
make sure of an increase in our productive efficiency — and they 
can certainly help in this — they can also make sure of advancing 
wages; otherwise, not. 

From these broad facts some may be tempted to draw two 
quite illegitimate conclusions. They may think these facts go 
to prove that Trade Unionism has failed; and they may think 
that, in practice, capital does not obtain mbre than its fair share. 
Neither of these conclusions follows. 
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4. Trade Unions and Efficiency 

Trade Unionism is indispensable as a means of ensuring that 
the workers are fairly treated. It is, as we have seen, invaluable 
for the smooth working of big-scale industiy. But, more than 
that, it has contributed very greatly, and it can contribute even 
more, to the forwarding of efficiency in production, which is 
the source of rising wages. It is a good thing for industry 
that there should be a steady pressure for increased wages, 
because this stimulates management to improve its efficiency. 
The pressure of the Trade Unions has iti England played the 
part which in America has been played by the shortage of labour 
and the high price which it is therefore able to command; it has 
forced employers to seek for means of cheapening production 
and avoiding waste, when, if they had been free to do so, they 
might have taken the easier but retrograde method of keeping 
down wages. It is to be hoped, not merely for the sake of the 
workers but for the sake of industry, that this pressure for 
higher wages will never cease, though it may well take more 
constructive forms. It is more needed now than ever, becau.se 
big combinations have diminished the fierceness of competition, 
which used to be the main stimulus to efficiency. 

But the Trade Unions can make an even more direct contribu- 
tion than this; and some Unions, especially in America, have 
found an extremely effective way of doing it. Thus the Amal- 
gamated Clothing Workers of America demand very high wages, 
but, recognising that these can only be paid with a high rate of 
output, they undertake to ensure this rate. They deliberately 
accept a share of responsibility for productive efficiency. If 
an employer says he cannot pay the rates demanded, they 
reply that they will show him how it can be done ; and they main- 
tain experts for the purpose. In this way they have immensely 
improved the wages of their members in the only possible way 
— ^through increased efficiency; and they have at the same time 
greatly increased their own influence and power. 

5. The Share of Capital 

A second invalid inference which might be drawn from the 
facts we have .stated is that capital does not in fact receive more 
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than its necessary return. No such statement can legiti- 
mately be made, because nobody can define, in general terms, 
what is the “ necessary ” return on capital. Capital will not be 
forthcoming for any enterprise unless it can expect (o) a normal 
rate of interest such as is paid on Government securities, and (b) 
in addition to that a “ risk-rate ” corresponding to the chance 
of loss in the particular business; and this risk-rate must vary 
according to the conditions of every industry and of every con- 
cern. There is a great deal to be said for the proposition that, 
when capital has received a fair return, corresponding with its 
risks, the balance of the product of their industry should belong 
to those who have been actively engaged in creating it. The 
structure of many industrial companies, in which preference 
shares are held by investors whilst the ordinary shares are re- 
tained by those running the business, has been an unconscious 
preparation for such an arrangement. On the other hand, the 
tendency of the moment to issue to investors deferred .shares 
of nominal value, which are, in fact, counters with which they 
may gamble on the effort of others, is wholly vicious, and will, 
if it continues unchecked, make the task of the reformer difficult 
indeed. In any evf'nt, no rational adjustment of return between 
investor, manager, and worker can be made until we know 
whether, over the whole field of industry, capital receives more 
than is necessary to attract it; and the facts are not available. 
We know that in some trades, and in some businesses, capital 
gets a good or even a rich return; that in others it often gets 
little or nothing; and that in many cases it is totally lost. We 
know that to-day, in the industries where wages are lowest, the 
return on capital is so low that it is obviously out of the question 
to increase wages at the expense of the return on capital. 

It is essential that we should have ampler knowledge 
of the return which capital receives, over industries as a 
whole. If this knowledge, which neither employers nor workers 
possess, was available, the process of wage-adjustment would 
often be far simpler. It would be possible to tell whether a 
proposed increase of wages could be taken out of profits, or 
whether it would involve an increase of prices with the conse- 
quence of a decrease of sales and a growth of unemployment; 
and the two parties would then be more ready to consider whether 
the desired end might not be met by an increase of efficiency, 
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to which both of them could contribute. For this reason we 
attach very great importance to the proposals for securing greater 
publicity about the facts, which we make in other parts of this 
Report (see pp. 218 and 235). Until this knowledge is avail- 
able, labour will continue to believe that capital on the average 
gets more than its “ fair share,” i.e. more than is sufficient to 
attract it into industry. 

It is right that the spokesmen of labour should be anxious 
to prevent capital from taking more than its “ fair share ” (what- 
ever that may be). But even if this happens, the gain that labour 
can make by depriving capital of its surplus is far less than the 
gain to be made from increased efficiency. For in many indus- 
tries the total profits are so small in comparison with the total 
wage-bill that if excessive profits were divided among the whole 
body of workers, they would spread very thin. 

We return, then, to the conclusion that high wages are de- 
pendent fir.st and foremost upon productive efficiency, to which 
both emjjloyers and workers can and ought to contribute. But 
full efficiency is itself dejjendent upon justice. It is impossible 
to get whole-hearted effort from men unless they are satisfied 
that they are getting a ‘‘ square deal ” ; and they will never be 
so satisfied unless they are consulted, and acquainted as fully as 
possible with the facts. It is not even enough that the wage- 
system should be just in itself ; it must be visibly and demon- 
strably just. And this conception ought to inspire the whole 
system of wage-negotiation. 

D . The Elements of a Sound Wage-System 

If a wage-system is to give full satisfaction to the desire for 
justice, it ought to include three elements : 

(i) A recognition of the human need of the worker, by 
providing that no worker shall be paid less than will suffice 
to maintain himself and his dependants in decency and 
comfort. 

(ii) A recognition of the worker’s effort and capacity, 
by providing that the wage, above the minimum, shall be 
graded according to the effort and skill required, and shall, 
so far as possible? enable extra effort to earn extra reward. 

(iii) A recognition of the worker’s interest in the concern 
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for which he works, by providing that he shall receive a 
share of its prosperity, to which he can, in his degree, 
materially contribute. 

We shall discuss these three elements in turn, under the titles 
of the Minimum Wage, the Standard Wage, and Profit-sharing. 

I. The Minimum Wage 

It is now an established principle of public policy that no 
worker ought to be paid less than a “ living wage,” though a 
“ living wage ” is not easily defined. If industry cannot itself 
achieve this, the Slate takes up the task; and the Trade Board 
system which has been already described (p. 169 above), was set 
up for this purpose. The minimum defined by a Trade Board is 
enforceable by law, and any employer who cannot pay it must go 
out of business. In actual fact the industries concerned have 
succeeded in adjusting themselves to the new wage-scales by 
making themselves more efficient. 

There are many who hold that we ought to define by law 
a national minimum below which no man’s wage shall be 
allowed to fall. The Independent Labour Party has taken up 
this idea as a means of attaining “ Socialism in Our Time.” 
It pro])oses that every industry should be required to pay a 
minimum wage which its popular propaganda fixes at £4 a 
week, and that every concern failing to do so should be taken 
over by the State. There are two main reasons why this proposal 
is utterly impracticable. In the first place, if every member of 
the occupied population received £4 a week at the present value 
of money, more than the whole national income would be 
swallowed up. In the second place, the State wwild have to take 
over at once all the least prosperous and worst-run concerns, and, 
even if this sudden change did not lead to any decrease of effici- 
ency, there would be a colossal budget deficit, which would have to 
be met by the other industries, through taxation. Thus burdened, 
they would, of course, be unable to carry on and would soon fall 
below the line, and be in their turn taken over by the State. In 
a very short time each industry would be run at a loss, which 
woulcl have to be met by the other industries — also running at a 
loss! It would be very desirable so tu improve the national 
production and distribution that even the worst-paid workers 
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might receive £4 per week ; nor is such a figure beyond the bounds 
of hope for the future. But obviously the improvement must 
come first. It is an imposture to pretend that the procedure can 
be reversed. 

Such proposals need not be taken seriously, but they help 
to illustrate the difficulty of the universal minimum wage. 
If such a wage was fixed too high, it would ruin many 
indu.stries ; if too low, it would have no effect. It is unfortunately 
very difficult to attain a minimum of even 30.9. or 32.?. in agri- 
culture. But what would be the use of a minimum at that 
level in London? On the other hand, a minimum that Avould 
represent any real improvement in London would throw almost 
the whole agricultural population out of work, and turn most 
of the land into prairie. 

The only satisfactory way of dealing with the problem of 
the minimum is the way which has already been adopted — that of 
tackling it industry by industry, having regard to what is prac- 
ticable in each case, but stimulating a steady upward pressure. 
The Trade Boards, however, which alone have the necessary 
powers, do not cover the ground. We therefore recommend 
elsewhere (p. 21 1) that the Trade Board system should be ex- 
tended as may be necessary; and we also recommend (p. 212) 
that in every industry the negotiating bodies should be expected 
to define minimum rates below which no one .should be em- 
ployed, and should be empowered, under proper safeguards, to 
obtain legal enforcement for these decisions. 

Family AUozaonccs 

When we face squarely the problem of the minimum or 
living wage ( which is based upon the “ human needs ” of the 
worker and his dependents) we come up against the difficulty 
of determining how many dependents the minimum wage ought 
to be expected to provide for. It is usually assumed that the 
wage should be sufficient for the needs of a “ normal family,” 
consisting: of a man, his wife, and three children. Only a small 
fraction of workers, however, have precisely four people 
dependent upon them, and there are a good many who have 
more. The minimum ‘wage which would be adequate for the 
few “ normal families ” would be more than adequate for smaller 
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families, and less than adequate for larger families. When a 
Labour Government in Australia proposed to establish a national 
minimum on the assumption that every worker had a normal 
family (it was calculated, on the basis of Australian standards 
and costs, at £5 i 6 j. 6d. a week), the Government statistician 
reported that this would require more than the total national 
income. Miss Eleanor Rathbone has shown that the same result 
would follow in England; and Mr. Paul Douglas has shown 
that even the superior wealth of America would be insufficient. 

To get over this difficulty it has been suggested (and the 
proposal has been successfully tried in several continental coun- 
tries) that employers, after the payment of a basic wage to all 
employees, should pay a fixed sum weekly for every employee 
into a pool, which should then be divided out among those em- 
ployees with dependents according to the number of dependents 
for whom they are responsible. In effect this would mean that 
employees, at a time when they have no family responsibilities, 
would make some sacrifice of wage in order to help to support 
the children of their married comrades. Even those w'ho 
accept the doctrine “ from each according to his ability, to 
each according to his need,” might hesitate about this 
practical application of their creed. Nevertheless it presents the 
most feasible way of providing for family needs, while still 
leaving a margin for the reward of special ability and effort. 
From another angle the proposal means that the loss of wages 
which the employee without dependents suffers is a compulsory 
saving or postponement of wages against the time when he has 
a family and needs a supplement to his standard wages. Alterna- 
tive modes of meeting the need might be found (a) in an adapta- 
tion of social insurance for this purpose, and (&) in a system 
of direct State grants to children. The latter method is ex- 
cluded, as things now are, by the enormous burden it would throw 
upon the Exchequer ; while the former would involve an inoppor- 
tune increase in the contributions payable by employers and em- 
ployees. If the need of family maintenance, which is the heart 
of the living-wage problem, is to be met, it can probably only be 
by a system of pools including whole industries. The Coal Com- 
mission recommended this method to the attention of the coal 
industry. We think that it might be tried in selected industries 
as one way of raising wages when prosperity is increasing, 
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so that no actual reduction of wage would be involved; and we 
recommend that the negotiating bodies in the various industries 
should be asked to study the proposal in the light of their own 
conditions.^ 


2. Standard Wages 

In fixing minimum wage-rates, the governing consideration 
must be the human needs of the worker and of those dependent 
upon him. But in fixing wages above the minimum a different 
principle comes into play, and the primary consideration is the 
amount of skill and intelligent effort demanded from the worker. 
Accordingly, in all industries, wages arc elaborately graded, and 
it is universally assumed that a man’s wage ought to correspond 
with the skill which his job demands; this is e<iually true whether 
the payment is measured by the amount of time occupied or by 
the amount of work done. Jlut in the application of this principle 
there are necessarily great difficulties, especially when the methods 
of production are constantly changing; and here lies the whole 
complexity of wage-negotiation. The difficulties are of two 
kinds: first, the adjustment of the w’ages as between man and 
man (or job and job) in the same industry; and secondly, the 
maintenance of a reasonable parity between jobs demanding 
comparable skill in different industries. 

One of the most obvious difficulties arises from the incessant 
improvement of processes and introduction of labour-saving 
machinery, w'hich is essential to advance in efficiency. The 
prime object of all such improvements is to reduce the cost of 
production so that the goods may be sold at a lower price, and 
the market for them be enlarged. If this does not happen — that 
is to say, if the main benefit of the change does not accrue to 
the consumer directly or indirectly — the net result must be a 
diminution of the amount of labour employed. On the other 
hand, the immediate result must usually be, not only that less 
labour is recjuired, but that the degree of skill demanded from 

1 The case for family maintenance is forcibly presented Jin The Disinherited 
Family, by Miss E. F. Kathbone, and in the literature of the Family Endowment 
Society. Family Allowance in Practice, by H. H. R. Vibari, is a study of con- 
tinental schemes in operation. lYofessor Gray’s Family Endowment : a Critical 
Analysis, and an article by ♦'Professor Maegregor on Family Allowances in the 
Economic Journal for March 1926, should also be consulted. 
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the worker is reduced; and on this ground he may be pressed 
down to a lower wage-rate. This being so, it is not surprising 
that organised labour is slow to encourage improvements of this 
kind, and often puts obstacles in their way. Plainly, the con- 
stant adjustments of wage-rates thus rendered necessary ought 
not to be made with a high hand, but should result from reason- 
able discussion, and the conduct of these discussions is among 
the essential services which the Trade Unions can render. The 
only basis upon which such discussions can lead to good results 
is that it should be assumed on both sides : ( i ) that the main 
result to be aimed at is to keep doVn the price to the consumer, 
in order that an enlarged market may bring about the re-employ- 
ment of displaced labour; and (2) that the workers actually 
employed should have, as a result of the change, a fair chance of 
increasing their earnings, or, at the least, of avoiding a reduction 
which they might otherwise have to face. Only on such an 
assumption can it be expected that there will be effective co- 
operation in the pursuit of efficiency. 

Time-rates and Piece-rates 

The majority of workers are paid at flat time-rates ; and this 
must necessarily be the case wherever work is intermittent in 
character or not repetitive, or where output is not measurable 
or depends mainly upon factors outside the worker’s control. 
Time-rate payment has this drawback, that the abler or quicker 
worker cannot get any advantage from his superior skill or 
energy; and that, both for this reason and also because he 
does not want to “ show up ” his slower comrade, he is tempted 
to reduce his rate of working. This tendency is, of course, 
adverse to efficient output, which demands rather that the slower 
worker should be encouraged to emulate his quicker comrade, 
so far as this can be done without strain. 

The readiest way of meeting this difficulty is by some form 
of payment on results, of which the most direct is piece-work 
payment. In some great industries, such as cotton, boots and 
shoes, iron and steel, and coal-hewing, the piece-work system is 
thoroughly establisiied, and neither employers nor workers would 
willingly abandon it; though even in these industries there are 
many workers on time-rates, and sometimes the piece-worker 
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has assistants whom he himself pays at time-rates, not always 
too generously. These, however, are industries in which not 
only is the amount of work done by each man easily measurable, 
but the methods of work are so uniform that it is possible to fix 
piece-work lists by negotiation for whole districts, or even for 
the whole industry. Where such conditions exist, and the 
trade is well enough organised to be able to enforce the agreed 
rates, the objections to piece-work disappear. 

But there are other industries in which general or district 
piece-rates cannot be adopted, though piece-work can be applied 
in the individual shops. The outstanding example is engineering, 
where designs differ in every shop, and lists common to a number 
of shops arc impossible. In these cases the rates have been fixed 
by the employer, and varied by him at his discretion. Too often 
where the employer has thought that the men were earning too 
much, the rates have been arbitrarily cut. It is not surprising 
that the Avorkers should have come to regard piece-work as a 
method of speeding up work without adequate remuneration, and 
that many of the Trade Unions should have set their faces 
against the system. Latterly the majority of employers have 
begun to recognise the folly and injustice of such practices. 
They have learnt that success in a piece-work system depends 
upon winning the confidence of the men, that if they earn a 
large wage they will be allowed to keep it, and that the rates 
will not be revised without very good reason and only after full 
and open consultation with their representatives. Proces.ses are 
constantly being improved and better plant in.stallcd, and for 
these reasons it is essential that there should be means of revising 
rates; but it is equally essential that this .should be done in con- 
sultation, with all the facts and the time-study figures on the 
table. When these conditions are observed, individual piece- 
work may work as well as piece-work settled on district-rates; 
and in actual fact there has recently been a great increase in 
piece-work in the engineering trade, where the objections have 
hitherto been very strong. We are, however, still far behind 
America in the extent to which ])iece-work is employed. There 
seems to be no reason why there should not be an extension of 
the system also in other trades; the one essential condition is 
that there should bee an accepted and trustworthy system of 
negotiation, frankly atid honestly w'orked. Upon this depends 
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the possibility of any large expansion not only of piece-work but 
of other methods of payment by results; efficiency depends upon 
co-operation. 

The unfair use made of the system by many employers is 
not, however, the only reason for the hostility to it which the 
workers have hitherto displayed in many industries. They feel 
that it may lead to scamped work, and there are cases in which 
this fear is justified. They fear that harder work may lead to 
a reduction of the amount of available employment ; the argument 
is economically unsound, but it is. natural, and it is in.spired by 
good motives. Above all, perhaps, there is a feeling that piece- 
work introduces the wrong kind of appeal, stimulating, not team- 
work. but jealousy and rivalry between man and man ; and this 
is a feeling which deserves respect, especially from those who 
recognise that one of the highest tasks of good management is 
the encouragement of the team-spirit. 

In the hope of meeting these difficulties, some fruitful 
experiments have been made in the way of what may be called 
“ collective piece-work,” whereby a group of workers, whose 
jobs are closely related to one another, are guaranteed their 
regular time-rates but are promised, over and above these, an 
agreed share of the costs they may save by producing a given 
amount of work in a shorter time than that normally allowed 
to it. This system, wliich is known as the “ fellowship bonus ” 
system, involves very careful calculations, in all of which the 
men must be fully consulted and satisfied. But it has the merit 
that it evokes the team-spirit ; the workers stimulate one another 
while co-operating with one another, and feel that they are gain- 
ing not at their comrades’ expense but by their comrades’ aid. 
To achieve such an end is worth an infinity of trouble. Here, 
again, intimate and open consultation is the only way to success. 
This method has the further advantage that it can be applied 
in many cases where “ straight ” piece-work is wholly or partially 
impracticable. 

Increases in individual output and higher efficiency through- 
out an enterprise are, however, by no means necessarily dependent 
upon the immediate weekly incentive of a system of direct 
payment by results. Indeed, where there are strong social or 
economic objections to it on the part of*the workers — even if 
these objections are not wholly sound — insistence upon it may 
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actually lower the level of efficiency. Many other motives 
besides the thought of the week’s pay impel workers to do their 
best — pride of craftsmanship and the desire for recognition as 
good workmen being among them. It is the function of good 
management to mobilise these motives ; and when this is done, 
and every improvement in output is promptly and generously 
recognised by advances in time-rates, the results obtained will 
in many cases be fully commensurate with those obtained under 
a direct piece-rate incentive. But here again, success must depend 
upon the creation of mutual confidence, and the establidinient 
of a conviction that the workers are regarded and treated not as 
tools but as partners; and this can only be done by means of 
accepted machinery of co-operation, such as we shall describe 
in later chapters. 

Wages in Different Industries 

So far we have been considering wages within single indus- 
tries; and the conclusion is justified that by a proper grading of 
jobs according to their difficulty, and by the application, in frank 
consultation, of methods of payment which will make reward 
correspond with effort, it should be possible, though not easy, 
to arrive at a just wage-system. Indeed, in the majority of 
organised industries, there is already an approximation to such 
a system. 

But when we come to consider the level of wages between 
one industry and another, we find a very different state of 
affairs. Whereas in pre-war days there was some approxima- 
tion to a standard level of wages for a job recjuiring a given 
amount of skill, that is no longer the case. Since the boom 
in 1920, the sheltered trades have retained their high wages, 
whereas wages in the staple export trades have been forced 
down by competition, until we have a condition of affairs 
which is chaotic and indefensible. It is only necessary 
to consider the wages in the engineering and building trades 
respectively. In order to eliminate any question of skill, let us 
take the case of the labourer. The .same man, working in the 
same engineering works, may one w^eek be carrying bricks for 
a bricklayer, in which case he gets £3 a week, and the next week 
be carrying iron for a'fitter, for which the wage is £2 a week. 
Bitter complaints are made that the skilled engineer, who, with a 
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wage of 57^. for a 47-hour week, is struggling to maintain our 
export trade in machinery against the German engineer with 
wages of £2 for a 52-hour week, is hampered in the struggle by 
high local rales and high railway freights, owing partly to the 
high wages of the sheltered trades, railways, and municipal 
services. The situation is a serious one; if it lasts long enough 
some of our greatest industries will lose many of the skilled men 
upon whom their hopes of recovery must depend. 

The level of wages in each industry is determined mainly by 
the price at which it can sell its goods ; engineering, for instance, 
is keenly competitive with engineering in Germany, where a fitter 
is only paid £2 a week. Although, as we have already said, 
such differences are indefensible on any principle of a “ fair or 
just wage, there seems at the present time to be no remedy. 
Any attempt to increase the engineer’s wages up to the level of 
those of a bricklayer would certainly result in enormous unemploy- 
ment for engineers and in complete disaster to the trade. Any 
attempt to reduce the wages of the bricklayer would meet with 
the full resistance of the building Trade Unions, nor would public 
opinion be in favour of any such reduction. We must therefore 
face the fact that a' the present time any “ just ” level of wages 
in the sense that a job of a given difficulty should be paid a given 
wage is out of the question. All that is possible is to work 
gradually towards it. 

In the unsheltered trades, management and labour, forgetting 
their mutual suspicions, must explore every means of getting rid 
of obstacles to efficiency, in order that they may regain as much 
as possible of their trade, and raise their wage-levels; they are 
already doing so, for example, in shipbuilding. On the other 
hand, the sheltered trades must recognise that if any trade cannot 
render its service or supply its goods at prices which correspond 
with the current purchasing power of the community, it will 
sooner or later suffer, either because the demand will shrink or 
because alternative methods will come into existence. This is 
already happening in some degree in the case of the railways 
and in the case of the building trade. The only way of averting 
this danger is that the sheltered trades should use every effort 
so to increase their efficiency that the services they render or the 
goods they supply shall be at least as cheap as they used to be, 
relatively to the purchasing power of the community. 
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So far as practicable, we think that the Government should 
constantly use its influence towards the maintenance of a 
reasonable parity between the wages for occupations of compar- 
able skill. For this reason we recommend in another chapter that 
the Council of Industry, a body representative of industry as a 
whole, shall keep this problem under continuous review, and make 
reports thereon for the consideration of the negotiating bodies 
in the various industries. 


3. Profit-sharing 

The third element in a sound system of remuneration for the 
worker ought to be a variable element, dependent upon the pros- 
perity of the concern in which he is employed. It should be an 
addition to, and in no degree a substitution for, his agreed 
standard wages ; and should consist of a share of residual profits 
after capital has received a fair return, proportionate to the risks 
it has to run. “ Profit-sharing ” is the accepted term for this 
element in remuneration. The term is sometimes loosely used. 
We confine it here to cases in which employees receive, as con- 
tributors of labour and not of capital, a share of profits fixed 
in advance, and based upon their labour contribution. 

This element in remuneration has hitherto been little used, 
though much discussed. In the last year for which full figures 
are available (1925), only 252 firms in this country had profit- 
sharing schemes in operation, and the number of Avorkpeople 
benefiting was only 161,000, or about i per cent, of the work- 
ing population. In our view it is of the highest importance that 
the system should be made general throughout the field of in- 
dustry. We believe that this would constitute a contribution of 
great value to the solution of our industrial problems. 

This belief is not based upon any assertion of abstract right, 
which is always inconclusive. Thus the statement that capital 
has a “ right ” to the whole product of irnlustry after labour has 
received its agreed wages seems to us as unconvincing as the 
counter-claim that the workers have a “ right ” to the whole 
product of their labour. The only sound criterion is social 
utility. Social utility^ demands that capital should obtain a re- 
ward proportionate to its risks and sufficient to attract an adequate 
supply of new capital for the needs of industry. But social utility 
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seems to us equally to demand that, when capital has received 
an adequate return, the worker should enjoy a share of any 
surplus profits in order that he may have a personal interest in 
the concern for which he works, and feel that he is treated as a 
partner and not merely as a tool. 

The Purposes of Profit-sharing 

It is important to be clear as to the purpo.ses which a sound 
system of profit-sharing ought to he expected to serve, for mis- 
conceptions on this head have often led to unreasonable disap- 
pointment and to the abandonment of promising schemes. In 
the first place, it ought not to be the sole aim of a profit-sharing 
scheme to bring about increased output on the part of each in- 
dividual worker, though it should undoubtedly tend to have this 
effect. But a yearly or half-yearly bonus or dividend, often 
small in amount, is too remote and precarious to be a constant 
and direct inducement to effort, which is better achieved by some 
system of payment by results that will immediately show itself 
in the weekly wage. Nor should profit-sharing be expected to 
provide a large addition to the worker’s income. The existing 
schemes in tliis ccjuntry yielded, in 1924, an average annual return 
of £9 13J. 4(/. per head, which was equivalent to 5 per cent, on 
the wages of the beneficiaries; and although an annual bonus 
of nearly £10 is not a negligible thing for a working man, it is 
a small matter in comparison with his main wage. From the 
point of view of income, the worker will always, and rightly, 
prefer a rise of wages to a share of profits if these are regarded 
as alternatives. 

The real purpose of profit-sharing, in conjunction with the 
system of organised consultation which is described in the follow- 
ing chapters, is to show that the worker is treated as a partner, 
and that the division of the proceeds of industry is not a mystery 
concealed from him, but is based upon known and established 
rules to which he is a party. If this end is to be secured, it is 
obviously essential ( i ) that the amount of the bonus should not 
depend upon the will of the employer, but should be determined 
by a scheme settled beforehand and clearly understood; and (2) 
that the workmen entitled to benefit under the scheme should be 
given access to such financial data as will show that it has been 
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carried out. When this is done, the primary purpose of a true 
profit-sharing scheme will be fulfilled even if there are no profits 
to divide. 

We have been impressed by the testimony on this point of 
a large employer who shared in our deliberations. When there 
was a good bonus, he said, the workers were apt to be content, 
without further inquiry — like shareholders in a similar case. But 
when there were no profits to divide, they were eager to know 
the reason why, and listened with keen and critical attention 
to the statement on the financial condition of the business which 
he always felt it his duty to put before them. In other words, 
they felt that the prosperity of the business was their concern, and 
not merely the employer’s concern ; and the effect of this feeling 
in improving relations and making real co-operation possible was 
marked. Moreover, when the divisible ])rorits arc small or non- 
existent. it becomes obvious that not much can he gained for 
labour by reducing the remuneration of capital, but that the true 
path to a better return for both sides is to be found in an increase 
of efficiency; and this makes it easier to organise a co-operative 
attack upon waste of time or materials, or to introduce mechanical 
improvements, with general agreement. Improved efficiency may 
make a rise of wages possible, and may therefore lead to no in- 
crease in the distribution of ])rofits ; nevertheless the profit-sharing 
system will have created the conditions which make this advance 
possible. 

It is essential for the success of profit-sharing that it should 
be generally realised that its primary object is not to bring about 
an increase of output per head, nor to increase directly the 
worker’s remuneration (though both of these aims may be inci- 
dentally attained), but to improve industrial relations by making 
it clear that the product of industry is divided on known and 
established principles, and thus to facilitate co-operation in the 
pursuit of efficiency. 


Failures and Successes 

It is because many employers have not grasped this essential 
principle that the schepics they have designed have often failed. 
They have looked for results which profit-sharing cannot reason- 
ably be expected to yield; indeed some profit-sharing schemes 
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^have been started for quite illegitimate reasons, such as a desire 
) to undermine the loyalty of the workers to their Trade Unions, or 
to persuade them to rest content with relatively low wages. The 
fact that these motives are sometimes present, and are suspected 
; even where they do not exist, explains the general hostility of 
Trade Unions to the system of profit-sharing. 

Unsound aims and unreasonable expectations on the part of 
some employers who have experimented with profit-sharing, to- 
gether with the suspicions which they have engendered in the 
Trade Unions, have been among the main reasons for the slow 
development of the system, and for the widespread impression 
that it is a failure. This impression is encouraged by the form 
in which the official Government reports on the subject are 
issued. They divide all schemes into two categories only — 
“ abandoned ” and “ continuing,” and they show a rather larger 
number of schemes “ abandoned ” than “ continuing,” leaving it 
to be assumed that abandonment means failure. We have had 
access to the results of an elaborate investigation into this ques- 
tion, carried out on behalf of a well-known firm which was con- 
templating the adoption of a scheme. This investigation shows 
that, on the testimory of the employers concerned, only 36 per 
cent, of the abandoned schemes were regarded as failures, and 
even in these cases often because they had been started with wrong 
motives. Schemes are, in fact, often abandoned for quite other 
reasons than failure. After a scheme has worked successfully 
for twenty or thirty years, the employer dies, and his business 
(and with it the scheme) is wound up; or the business is turned 
into a limited company, or incorporated with some other concern, 
and the new controllers fail to appreciate the value of the scheme. 
Or a good scheme may be wrecked by a departure from sound 
principle which Avill destroy the confidence of the beneficiaries; 
for example, money divisible under the scheme may have been 
' put lO reserve, and then divided among the shareholders alone. 


The Conditions of Success 

If they are to avoid these dangers, it is essential that profit- 
sharing schemes should fulfil the following conditions : 

(i) The financial basis of the .scheme, including the rate of 
interest to be first paid to capital, provision for reserves, etc., 
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must be fixed by an enforceable agreement between the parties, so 
that the workers (once the agreement is made) shall have a legal 
right to their share, so long as the scheme is in existence. There 
must be no room for manipulation by the setting aside of reserves 
not provided for in the scheme, or by unduly increasing the reward 
of direction, or otherwise; and the figure taken for capital must 
be a fair one, not inflated for the purpose. 

(ii) The participants must have adequate means of satisfying 
themselves as to the accuracy of the accounts, and there must be 
a full annual statement showing how the profits have been dis- 
tributed. 

(iii) It should be laid down that wages shall not be below 
trade-union (or other agreed) rates; employees must be left free 
to join a trade union; there must be no unreasonable provisions 
aimed at the freedom or mobility of labour ; and authorised strikes 
must not be penalised under the scheme. 

If these conditions are satisfied, and if the basis of division 
between capital and labour is in itself fair, a profit-sharing scheme 
should have every chance of achieving its legitimate ends; and 
trade-union opposition is not likely to impede it. 

Types of Schemes 

There can be no one “ be.st ” scheme of ])rofit-sharing; on 
the contrary, there ought to be a wide variation of method, accord- 
ing to the nature of the industry, the size and age of the business, 
the ratio between the amount of capital engaged and the number 
of employees. In general, it is a sound principle that the division 
of surplus profits should in some definite way relate the volume 
of wages paid to the aggregate interest paid on capital. In some 
cases the amount of capital is small in proportion to the number 
of employees. In these cases the surplus prf)fits will be apt to 
yield small individual dividends, and it may be best to place the 
whole share of labour in a single fund to be administered for 
the common good in such ways as holiday funds, provision for 
recreation, and the like. 

There are two main forms of profit-sharing. In the first, 
which may be called profit-sharing proper, the dividend is dis- 
tributed in cash to me beneficiaries; in the second, which is 
usually known as co-partnership, the divisible surplus is re- 
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invested in the business, and credited to the beneficiaries in the 
form of shares. Many schemes have features borrowed from 
both types. Each type has its merits. We should especially 
desire to see an extension of the second type, in all suitable cases, 
because it helps to bring about a wider diffusion of ownership; 
we shall return to this p'oint in a later chapter (below, p. 249). 


Encouragement of Profit-sharing 

But whichever ty])e is preferred (and this ought to depend 
upon the preference of the employees as well as of the employers), 
we think it of great importance that the system of profit-sharing 
should be extended as widely and rapidly as possible, and we 
have given much thought to the possibilities of bringing pressure 
to bear for this purpose. 

It has been proposed that profit-sharing should be generally 
enforced by law. We believe this to be impracticable, in view 
of the wdde variety of method necessitated by the varying con- 
ditions of different concerns. Again, it has been proposed that 
every business should be recjuired, before a given date, to submit 
a profit-sharing scheme to the Board of Trade. We believe that 
this would lead to the production of many bad schemes which 
w'ould do harm rather than good ; and, for the reasons already 
given, it would he impracticable to confer upon the Board of 
Trade, or any other central authority, the power of revising and 
amending schemes. 

In a limited number of very big concerns of widely diffused 
ownership, however, we believe that compulsion can be success- 
fully applied; and we accordingly recommend (see above, p. 95) 
that all concerns falling under the proposed new category of 
public corporations should be required to adopt profit-sharing 
schemes. 

While compulsion is impracticable in the infinite diversity of 
smaller concerns, it is highly desirable that both guidance and 
pressure should he brought to bear from the centre. We there- 
fore suggest that the Council of Industry which we propose should 
be attaclicd to the Ministry of Indu.stry (see below, p. 222) should 
be definitely commissioned to promote the extension of profit- 
sharing. As a first step, it should be required to define the 
principles that ought generally to be followed in drafting schemes ; 
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to draw up model schemes of various types; to supply full infor- 
mation regarding the working of existing schemes in this and 
other countries. It should also urge Joint Industrial Councils 
and other negotiating bodies to work out the^ types of schemes 
most appropriate for their industries; and, where there is suffi- 
cient agreement, these bodies should be encouraged to apply for 
power to enforce the adoption of suitable schemes by all concerns 
under their jurisdiction. 


In this chapter we have set forth the principles of what seems 
to us to be a sound, just, and practicable system of labour- 
remuneration. Each element in this system depends, for its 
satisfactory working, upon the existence of workmanlike and 
trusted negotiating or consultative bodies, Iwth in industries as 
a whole and in particular concerns. In the following chapters 
we turn to consider what changes or developments are necessary 
in this regard. 


204 



CHAPTER XVII 


A PROGRAMME OF INDUSTRTAT. CO-OPERATION 

T he facts set forth in the precedinj^ chapters show that we 
are already advancing towards a new industrial order, 
thouj^h its outlines are still cloudy. This new order may 
he described as a system of industrial self-government under the 
regulation and encouragement of the State. It is the business 
of statesmanship to perceive the direction of this movement, and 
to guide and assist it. The function of the statesman is not that 
of an architect, who draws the plans of an entirely new house 
to be erected on the ruins of the old; it is that of a gardener, 
who waters and i)runes a growing plant, but cannot change its 
essential form. 'I'he new order which is gradually coming into 
being will be — and, indeed, already is — quite unlike the harsh 
individualism and the employer-autocracy of the nineteenth cen- 
tury, which Socialist preachers mostly have in mind when they 
denounce “ Capitalism.” lEit it wall also be quite unlike either 
the scheme of rigid State control or the scheme of trade-union 
dictatorship, between which the vague dreams of popular 
Socialism waver. 


I. Gener.m. Outline 

1 hose aspects of the coming system of organised co-operation 
which relate to the individual factorv’, where the relations of 
emp!r)yer and workman must be most intimate, arc dealt with 
in the next chapter. In this chapter we are concerned wdth the 
common regulation of industries as a whole. We conceive that 
the aim which should govern our policy is that the common 
affairs of each industry, and the rules to which every concern 
within it must conform, should be regulated either by the law of 
the land or by joint bodies representative* of management and 
labour, to whom should be added, for some purposes, representa- 
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tives of the consumer. These bodies should make their regulations 
in the light of an ample knowledge of the facts, such as is not now 
available, with a view always to the twofold end of efficiency in 
production and justice in distribution. They should by no means 
limit themselves to the fixation of wage-rates' or tb.e settlement 
of disputes, but should consider such matters as the conditions of 
entry into an industry, and the methods of training its recruits ; 
the best ways of stimulating inventions and improvements, and 
of opening careers to talent; the methods of giving to various 
groups of workers an appropriate share of responsihility, anVl of 
diffusing as widely as possible a share of ownership, and the 
sense that the industry in some degree belongs to all who are 
engaged in it. 

This scheme of industrial self-government has long been 
accepted by Liberalism; it was, in broad outline, embodied in the 
resolutions adopted by the National T.iheral I’edcration at Not- 
tingham in 1921, and since then it has been the accepted policy 
of the Party. r>ut it is obvious that no rigidly uniform scheme 
of organisation can be imposed upon all imlustries, both because 
of their infinite diversity, and because of the difficulty of clearly 
marking off one industry from another. The conception set 
forth in the last paragraph must be regarded n(.)t as a cut-and- 
dried scheme which can he established by a single -Act of Parlia- 
ment, but as an ideal by which legislative and administrative 
policy can be guided; and there must he the utmost elasticity in 
its application. The industrial world is, in fact, already de- 
veloping in this direction; but there is necessarily greait variety in 
the methods adopted by various industries, and there arc still 
many gaps to be filled. 

Before this ideal of a new structure of industry can be trans- 
lated into reality, there are three main needs which must be 
satisfied. The first is the development of better organisation, 
with more adequate penvers, in the industries themselves. The 
second is the equipment of the negotiating Ixjdies in all industries 
with ade(iuate knowledge of the financial facts, which at present 
they lack. The third is the provision of stimulus and leadership 
at the centre. We shall discuss these three topics in the order 
given. But for the sake of clarity it is necessary to anticipate 
two important recommendations which we shall make under the 
third head. We shall propose that the functions of the Ministry 
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of Labour shall be enlarged, and that its new scope shall be 
expressed in a new title — ^the Ministry of Industry. And we 
shall propose the constitution, in close relation with the Ministry, 
of a representative Council of Industry. Throughout the follow- 
ing pages we shall assume the existence of the reconstructed 
Ministry and of the representative Council. 

2. Negotiating Bodies 

Our first task, then, must be to consider how the existing 
machinery of negotiation or regulation can be improved so as to 
accord with the aims defined above. There already exists a 
great variety of negotiating bodies, of widely different types. 
The Trade Boards are under a high degree of Covernment control. 
The Joint Industrial Councils, set up under the Whitley scheme, 
arc self-governing bodies whose functions are not limited to 
wagc-.sctllcmcnts, but include the consideration of the general 
needs of their industries; but they' have no power to enforce their 
decisions, and in many' cases they' arc imperfectly' representative 
of the industries with which they deal. Besides these, there are 
many other negotiating bodies, some of which are, within their 
range, highly effective — as in the cotton trade or the iron and 
steel trade. But in effect they limit themselves to wage-problems 
and do not deal with the general problems of their industries; in 
other cases these bodies are very loosely organised and inade- 
(|uately representative. We shall discuss these different types in 
turn, with a view to discovering what developments they need 
and can usefully undertake. We .shall also discuss separately the 
special category of the essential f'ublic scrziiccs, which need special 
treatment because of the dependence of all industry upon their 
.<-'inooth working. 

There are, however, certain problems affecting the negotiating 
bodies in all industries which must first be considered. If these 
bodies arc to have p(wver to make regulations binding upon their 
industries as a whole, the limits within which these regulations 
apply must be clearly defined, and the regulating body mu.st be 
fairly representative of all .sections of the industry. In the mo.st 
highly organised industries these difficulties do not seriously 
arise; just because they arc fully organised, there is seldom any 
difficulty in determining who is covered by *n agreement. In the 
least organised industries the difficulty has been overcome by the 
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authoritative definition of the Ministry of Labour, which pre- 
scribes the range to be covered by the decisions of a Trade Board, 
and secures by nomination that the whole industry is fairly repre- 
sented. But there are many intermediate industries in which clear 
demarcation, and a fuller assurance that all sections of the industry 
are represented, are needed before agreements can be satisfactory, 
especially if they are to be legally enforceable. 

We strongly hold that it is better for industries to solve for 
themselves, if they can, the problems of demarcation and .repre- 
sentation, than to leave them to be solved by a Government 
Department, though its aid ought to be available. Where diffi- 
culties arise as to the scope or limits of a negotiating body, we 
suggest that the question should be referred to the representative 
Council of Industry, which will be in many wa}S the pivot of our 
scheme of reform. 

We have been much impressed by the value of neutral 
members, not only in Trade Boards but in the Railway Wages 
Board and other negotiating bodies, in facilitating mutual agree- 
ment and understanding between the two sides, and we should 
like to sec a neutral clement introduced into all negotiating or 
regulating bodies. In some cases this has already been volun- 
tarily done. We do not suggest that such members should be 
forced upon these bodies. But we hold that a negotiating body 
ought not to obtain legal sanction for its decisions unless neutral 
members, representing the consumer and the community, have 
taken part in the discussion. We do not suggest that these 
members should be nominated by the Ministry, or that they should 
hold the balance in all decisions: it is essential to industrial self- 
government and co-operation that the decisions arrived at shmild 
result from an agreement between the parties. But we think 
that this agreement would often be facilitated if neutral members 
were present and shared in the discussions. W'c therefore re- 
commend that the Council of Industry should bring all reasonable 
pressure to bear upon negotiating bodies to invite such members, 
with the right to vote only on proposals for wdiich it is intended 
to ask for legal sanction. In order to facilitate this, the Council 
should maintain a panel of suitable persons willing to serve in 
this capacity, or, alternatively, should approve persons nominated 
by the negotiating bodies themselves. 

In many industries — especially those in which the scale of 
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the productive process is increasing — the salaried managerial and 
technical staffs play a part of growing importance. We have 
already noted that, because it is unorganised, this element has 
played no part in the work of collective bargaining. Indeed, it 
could not properly take part in the determination of wage-ques- 
tions, which must normally be settled between the parties con- 
cerned — those who pay the wages and those who work for them. 
But on all questions of general industrial policy and methods, 
which will, we hope, form a growing part of the work of these 
bodies, managers, salesmen, and technicians can make contribu- 
tions of the highest value, and we think it desirable that they 
should be represented in such discussions. We do not suggest 
that any negotiating body should be compelled to admit this 
clement; but we strongdy urge upon Joint Industrial Councils and 
similar bodies the desirability of inviting representatives of these 
important groups, under such conditions as each Council may 
define, to serve either upon the Councils themselves or upon their 
committees. 

The introduction of a neutral element, and of representatives 
of managerial and technical staffs, would involve a departure 
from the principle of a balanced representation of two rival 
interests which has hitherto governed the contribution of these 
bodies. This would be a departure of real importance, and for 
that reason we recognise that the bodies concerned ought to decide 
for themselves whether they are prepared to make this departure 
or not. But we strongly feel that, while a balance is necessary, 
and will continue to he necessary, for the conduct of bargaining 
about wages, it is neither necessary nor helpful for the conduct 
of those searching discussions of the problems of industry which 
we earnestly desire to see these bodies undertaking. It is worth 
noting that in the boot and shoe trade, which has been so suc- 
cessful in avoiding strife, it has been thought desirable to keep 
wage-bargaining apart from the general discussions carried on 
by the joint Industrial Council. 

We now proceed to consider in turn the various types of nego- 
tiating bodies. 

(j) Trade Boards 

We have already (p. 1O9) described thf Trade Board system. 
It now covers thirty-seven industries which are more or less 

14 209 



BRITAIN'S INDUSTRIAL FUTURE 


unorganised, and which in the past paid the lowest wages. In 
these industries, so long as they remain unorganised, collective 
bargaining is impossible, and without State intervention there 
would be no means of securing a reasonable standard of living 
for the worker. The Trade Board system haS proved, in prac- 
tice, an effective substitute for collective bargaining. The 
Whitley Committee on Industrial Relations, while urging an 
extension of the system, held that as the organisation of these 
industries improved, they ought to advance to the stage of fixing 
their rates by agreement. This has not yet happened in \ any 
instance, nor is it likely to happen so long as the change would 
involve a loss of the power of making wage-rates enforceable 
at law. The difficulty would be diminished if, as wc propose, 
voluntary negotiating bodies were enabled, under proper safe- 
guards, to obtain legal sanction for their agreements. We think 
that industries under Trade Boards should develop towards a 
type of ,niacliip^^-7-,V‘nTvu; vVlbib iTuniung compulsory powers and 
me advajitage of a neutral clement, would cover the wider Held 
now dealt with by Joint Industrial Councils, and would represent 
organisations on both sides. 

No new Trade Boards have been established since 1921. But 
there are undoubtedly other industries or crafts whose organisa- 
tion is inadequate and whose wages are unduly low, which would 
benefit from being brought under the Trade Board system. 1 he 
system should be extended l(i all trades or industries which are 
not sufficiently organised to be able to make and keep satisfactory 
agreements about wage-rates and other conditions. But as indus- 
tries impinge upon one another, it is desirable that before any 
trade or industry is either taken out of or put into the Trade 
Board group, a body representative of industry as a whole should 
be consulted. We propose that this function should be per- 
formed by the Council of Industry. 

Since the War many of the Trade Boards, instead of con- 
fining themselves to fixing wages for the lowest-paid workers, 
have fixed wage-rates for all classes of labour throughoiit the 
industry, and have enforced them in the same way as minimum 
rates, by making the employer who fails to pay them liable to 
a criminal prosecution as well as to a civil action by the aggrieved 
worker. It is desirable that the fixing of general wage-rates by 
Trade Boards should continue. But a distinction should be 
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drawn between a living minimum wage and other rates. It is 
right that failure to pay the minimum should be liable to criminal 
prosecution, and that the neutral members (who represent the 
community) should have a voice in fixing them, because the 
reason for fixing minimum rates is the social necessity of pre- 
venting sweating. But higher rates are on a different footing. 
'I'hey should be fixed by agreement between the two sides, the 
neutral members sharing in the discussion, but not voting; and 
they should be enforceable only by civil action. To make this 
distinction would encourage organisation on both sides, which is 
on every ground desirable. In the same way not only wage- 
rates but working conditions should be defined by agreement 
between the two sides, the neutral members not voting except 
where the fixing of socially desirable minima is involved, though 
they might well take part in the discussion. 

Jn short, we recommend that the Trade Board system, which 
has been the means of a great social advance, should be extended 
to every industry in which it can be shown to he needed, and that 
its functions should he enlarged beyond the narrow limits origin- 
ally conceived ; hut that it should he regarded as only a stage 
on the way towards a more comjdete system of co-operative 
regulation. 

(ii) Joint Industrial Councils 

We have elsewhere described (]). 172) the origin and the 
early development of the Whitley scheme of industrial organisa- 
tion which led to the establishment of Joint Councils in many 
industries ; and we have shown that some of these Councils have 
been successful in introducing a new and active spirit of co- 
operation into their industries, but that the system has b}' no 
means extended over as large an area as was at one time hoped. 
Their greatest weakness has been that they have been unable to 
enfor/'e their decisions. They share this lack of legal powers of 
enforcement with the highly organised staple industries, such as 
cotton or iron and steel. But the latter are strong enough to 
enforce their own decisions, while less highly organised industries 
are not. The system of Joint Industrial Councils will not make 
much progress unless such powers are obtainable. The Associa- 
tion of Joint Industrial Councils feels this'so strongly that it has 
long demanded the grant to the Councils of compulsory powers 
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like those of the Trade Boards; and in 1924 a Bill for this 
purpose, introduced by Mr. Frank Murrell, a Liberal member, 
received a second reading in the House of Commons. We agree 
that the Joint Industrial Councils ought to be endowed with com- 
pulsory powers ; but it is clear that some safeguards are necessary. 

(1) Any agreement for which legal sanction is sought 
should have been accepted by majorities of both the em- 
ployers’ and the workers’ representatives; and neutral mem- 
bers should have been present with power to take part in, the 
discussion and to vote. 

(2) Reasonable adjustments should be made, where neces- 
sary, to ensure that the regulations proposed will not un- 
fairly affect particular sections of the industry or parts of 
the country. 

(3) Where the Joint Industrial Council is not fully repre- 
sentative of the industry, spokesmen of the unrepresented 
elements should be given an opportunity of laying their views 
before the Council. 

(4) The Council ought to be able to prove the necessity for 
enforcing its rates by law by showing that in some sections 
of the industry rates are being paid, or hours and conditions 
are being maintained, which are undesirable and below the 
levels usual for occupations of comparable skill ; and that 
the rates, hours, or conditions proposed to be enforced are 
fair in themselves and not materially above or below the 
standards observed in occupations of comparable skill. It 
ought not to be possible for industries Avhich arc able to pass 
on all their costs to the community to obtain legal enforce- 
ability for rates which are altogether out of relation to those 
paid in occupations requiring similar skill. 

Subject to these safeguards, we believe that the possibility of 
obtaining legal enforceability for their decisions would add greatly 
to the effectiveness of the Joint Industrial Councils, would lead 
to their becoming more genuinely representative of their indus- 
tries, and would tend to a steady improvement of standards and 
of efficiency. In particular, we consider that every industry, 
whether represented by a Trade Board or not, should regard it 
as part of its duty to 'fix minimum wage-rates below which no 
worker in the industry should be allowed to fall; and these 
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minimum rates should be made legally enforceable in the same 
way as Trade Board rates. 

The procedure to be followed in giving legal force to the 
decisions of a Joint Industrial Council should be similar to that 
followed in the case of a Trade Board. The Council of Industry 
would first satisfy itself that the conditions defined above have 
been fulfilled, and would advise the Ministry of Industry to that 
effect. The Ministry would then give due notice to the trade 
concerned, in order that objections might be lodged, which would 
be referred to the Council of Industry for report. The final 
decision would rest with the Ministry, as responsible to Parlia- 
ment; if, after considering the report of the Council of Industry, 
the Minister was satisfied that legal sanction ought to be given 
to the proposed regulation, he would issue an Order, which, after 
lying on the table in Parliament for a period, would be enforce- 
able in the courts of law by civil action. 

(in) Other Negotiating Bodies 

We turn to the considerable group of industries in which 
neither Trade Boards nor Joint Industrial Councils have as yet 
been established. Some of these are among the most highly 
organised industries in the country, such as cotton, iron and 
steel, shipbuilding, and engineering. They have worked out for 
themselves elaborate and efficient machinery for settling wage- 
rates and for avoiding disputes on these subjects ; and, recognising 
their high value, we have elsewhere (p. i6i) described some of 
these schemes. But in general the highly organised industries, 
satisfied with their existing machinery, have not tried to work 
out methods of discussion and co-operation on the general 
problems of the industries, such as the Joint Industrial Councils 
have provided. There are also many imperfectly organised in- 
dustries in which no adequate machinery exists even for wage- 
negotiation, beyond occasional ad hoc conferences when subjects 
of controversy arise. In some of these cases Joint Industrial 
Couticils have nominally been created, but are inoperative. 

In the case of the highly organised industries, we are far 
from desiring to interfere with their existing systems of wage- 
negotiation, which are in some cases models of efficiency , nor 
do we wish to impose upon them any rigid uniformity of struc- 
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ture. But in most of these industries the employers have hitherto 
been unwilling to take the representatives of the workers into 
consultation on many questions affecting the well-being of the 
industry which lie be3'ond the wage-bargain. We believe that 
they would gain much by setting up machinery for the regular 
discussion of such questions, either in connection with wage- 
negotiations or (as may be preferable) apart from them. We 
believe also that it would be advantageous to them to ol.)tain com- 
pulsory powers under the conditions we have already described ; 
for while these industries are so well organised that the majority 
is usually able to impose its will upon the minority', this is by no 
means always the case, and beneficial common action is sometimes 
prevented by a recalcitrant minority. There are many questions 
upon which it is important that an industry should pursue a 
common polic}^ arrived at after discussion between the parties 
concerned. For example, a common system of costing would be 
of great value in many industries ; and it is important that in 
devising such a system the workers should be taken into consulta- 
tion, if they are to accept the results as a basis for wage-negotia- 
tions. Again, consultation is necessary in working out the best 
methods of recruitment for the industry, the scale on which it 
should be done, and the system of apprenticeship or other training. 
Yet again, the whole problem of unemployment, the possibility of 
mitigating it by distribution of W'ork, and the best wa\'S of dealing 
with it — by short time or otherwise — when it comes, affect both 
sides equally and should be discussed by both. These are only 
examples of the way in which efficiency and goodwill can be im- 
proved by organised consultation. Each industry ought to be 
free to w'ork out its own system; but we hope that the Council 
of Industry will steadily exercise all the influence it can wield to 
extend the practice of regular consultation and co-operation on 
the lines we have defined. 

As for the industries in which negotiating machinery is 
inchoate or rudimentary, w'e feel that the strongest pressure should 
be continuously used to equip them with the means of consulta- 
tion. In some cases, as we have already suggested. Trade Boards 
should be established by the authority of the Ministry of Industry, 
Wherever organisatioi^is more highly developed, the Council and 
the Ministry should give stimulus and assistance in the formation 
and working of Joint Industrial Councils, as was done in the first 

214 



A PROGRAMME OF INDUSTRIAL CO-OPERATION 


years after the Whitley system was devised. We believe that 
the possibility of obtaining compulsory powers would afford a 
real stimulus. 

When in every industry an organised body, commanding the 
confidence of employers and employed, is engaged not merely 
in discussing differences as they arise, but in dealing with all 
matters of common interest, with the knowledge that in suit- 
able cases their decisions can be given the force of law, we shall 
be within sight not merely of industrial peace, but of effective 
co-operation to achieve efficiency -in production and justice in 
distribution. 

(w) Special Provisions in Essential Public Services 

The interdependence of industries is in no respect so clearly 
illustrated as in the group of industries wliich may be described 
as the essential public services. These include the public health 
services, the supply of water, gas, and electricity, and the main 
transport services, especially the railways. Any interruption 
of these services may entirely dislocate the rest of industry, and 
inflict ui)on the pul,)lic loss and suffering out of all proportion 
greater than that resulting from a stoppage in the manufacturing 
industries. 

It is not possible even in these industries to abrogate the 
ultimate right to strike or lock out, since this is the foundation 
of negotiating power. No absolute guarantee against interrup- 
lion is therefore possible. But. short of this, we can take steps 
to ensure full deliberation before a stoppage takes place, and to 
make it as unlikely as it can be made. In the first place we 
can ensure the creation of complete machinery for negotiation, 
and in the second place wc can devise means of bringing great 
pressure to ensure that this machinery shall be fully used before 
any stoppage can take place. 

The general type of organisation which we should like to 
see in these trades would be similar to that which we have already 
sketched ; negotiations over any dispute would begin in the dis- 
trict and would ultimately come before the Joint Industrial Coun- 
cil or the main negotiating body of the trade. But in these cases 
the system should go further than is necessary in ordinary in- 
du.strics. In the case of the railways, as we have seen (p. 164), 
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an elaborate system of negotiation has been worked out, cul- 
minating in a National Wages Board which includes neutral 
members. In some respects this system might be taken as a model 
for all the essential services. But, though it has worked well, it 
has defects. In the first place, it only provides for a delay of 
twenty-eight days after a question in dispute has been submitted 
to the National Wages Board, at the end of which a stoppage 
may take place without further discussion. In a case where 
national interests are so deeply involved there should be a 
further delay — such as was' provided for by the Canadian 
“ Lemieux ” Act ’ — to allow of a public inquiry by such a 
body as the Court of Inquiry which the Ministry of I^ahour is 
empowered to set up. In some industries which have succeeded 
in banishing strikes and lock-outs (iron and steel, hoots and shoes) 
there is a provision for ultimate reference to arbitration ; no such 
provision exists in the railway scheme. Finally, there are no 
guarantees that the negotiating machinery shall he fully used, such 
as the forfeitable deposits which were voluntarily arranged by 
the boot and shoe trade ; although there was an agreement on the 
railways that neither side would stop work until the whole process 
of inquiry had been exhausted, this was broken in the general 
strike of 1926. While, therefore, the railway system marks 
a real advance, it would .seem that it is not a perfect model, and 
that the community has a right to claim more adequate safeguards 
against an interruption of the services upon which its very life 
depends. 

What guarantee is it possible to secure that the machinery 
of negotiation, whatever form it may assume, should be fully 
used? 

In the first place the workers in these essential .services might 
be organised on an establishment basis, as are the Police, 
the Civil Service, and the “ conciliation grades ” on the 
railways, with special pension, holiday, and other privi- 
leges which would lapse on a breach of service. This would 
clearly be a considerable incentive to maintain peace and obtain 
any demands by negotiation wherever possible. 

Secondly, all contracts of employment in these services might 
be made for a longer, period than usual, say a month or three 
months, so that neither employer nor worker could bring about 
^ The Industrial Disputes Investigation Act. 
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a Stoppage with less notice than this; and the provision of the 
Act of 1875,' which imposes special penalties for breach of con- 
tract of service in certain cases, might be extended to all essen- 
tial services. 

A third method might be a voluntary agreement by the Trade 
Unions and the employers’ organisations to deposit substantial 
sums which would be forfeited in the event of a breach. This 
has been done effectively in the case of the boot and shoe trade; 
the deposits would, however, have to be very large to be effective. 

A fourth method might be to enact that, in the case of the 
essential services, the privileges of the Trade Disputes Act of 
1906 would not apply unless the machinery of negotiation had 
been fully employed. This is a matter which would naturally 
be investigated by the Commission on Trade Union Law we 
suggest elsewhere (p. 160). The main privilege conferred 
upon Trade Unions by this Act was immunity from 
actions of tort (i.e. wrongful acts other than breach of 
contract). The result of the proposed provision would be that 
if either the employers or the Trade Unions caused a stop- 
page before the negotiating machinery had been fully employed, 
they would be liable to actions for all damages suffered 
by anybody as a consecjnence of the stoppage.’ This liability is so 
difficult to define and may be so heavy that few employers 
or Trade Unions would risk the responsibility for a stoppage with 
such a threat hanging over them. It would, of course, be 
necessary to protect Trade Unions against being penalised for un- 
authorised strikes ; their immunity from action would not be inter- 
fered with unless the Union had taken an active part in promoting 
the stoppage. The privileges of 1906 would not be withdrawn; 
but they would be limited to stoppages which took place after 
the whole process of conciliation had been gone through. This 

* The Conspiracy and Protection of Property Act, 1875, § 5. 

2 The safeguard here proposed is quite different from that which the Trade 
Disputes and Trade Unions Act, 1927, seeks to provide. Under the provisions 
of the latter Act, the immunities conferred by the Trade Disputes Act, 1906, 
arc not applicable in the case of “ illegal strikes and lock-outs. But the strikes 
and lock-outs which that Act renders illegal are defined as strikes and lock-outs 
w'hich, in addition to threatening the community, extend to more than one trade 
or industry. Hence the Act of 1927 docs not affect the present position regarding 
the Essential Public Services unless a stoppage in cfiie of those services is com- 
plicated by a “ sympathetic " clement ; while the Act goes much further in other 
respects than we are here recommending. 
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would probably prove to be by far the most powerful and effective 
way of ensuring the full use of the negotiating machinery before 
a stoppage took place. 

We do not attempt to put forward a single uniform scheme 
to cover all essential industries, because we hold that, whenever 
possible, such a scheme should rest upon agreements made within 
the industry itself, and should be adapted to its special circum- 
stances. But we do propose that a special responsibility 
should rest upon the Council of Industry in these cases. It should 
(i) schedule the “ essential -public services”; (3) requck all 
industries falling within the schedule to submit a scheme for a 
complete system of conciliation machinery, Avith adequate guaran- 
tees for its full utilisation; and (3) in cases where no proposals, 
or inadequate proposals, were submitted, it should itself frame 
a scheme, and submit it to Parliament for legislation. 

3. Publicity of tiif. Facts abot’t Lnuustry 

When the representatives of employers and w(.>rkers meet to 
consider a proposed adjustment of wages or any other industrial 
problem, they cannot arrive at a sound decision without full 
knowledge of the facts. At present such knowledge as they 
possess is mainly provided by the employers. But the employers’ 
statements are apt to be regarded with suspicion by the other 
side, and in any case each employer is bound t(j intor])ret the 
facts by his own limited experience. Both sides need, and neither 
has access to, a trustworthy body of statistical kncnvledge; and 
this must somehow be provided before the results of collective 
bargaining can be made satisfactory. What is needed is not 
knowledge about the financial condition of individual firms, but 
generalised knowledge about the industry as a whole, and about 
various sections of it — its output, the jirices obtained in home and 
foreign markets, the cost of raw materials, the amount of capital 
involved and the average rate of interest paid on it, the number of 
employees, and the total cost of wages in the industry. If these 
and other facts, for the industry as a w^hole, were before the 
negotiators, the effect upon their discussions would be very great. 
For example, if a rise of wages is demanded, the facts ought to 
show whether the additional charge can be taken out of profits 
wholly or in part, and whether an increase of prices would 
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involve a loss of markets and therefore cause unemployment. 
In a discussion thus based upon facts, the negotiators are likely 
to go on to consider whether there is any way in which the effici- 
ency of the industry can be so increased as to enable it to yield 
a greater return. This is the most solid path to better conditions, 
and both sides can help to build it. 

How is this necessary knowdedge to be made available ? Some 
Joint Industrial Councils, recognising the need, have tried to meet 
it by asking all firms in the industry to make confidential returns 
to the secretary, or to an accountant appointed for the purpose, 
who works out the totals for the whole industry. Something 
can, no doubt, be done in this way. But it is unlikely that suffi- 
ciently complete returns will be made. In another part of this 
Keport we recommend that a higher degree of publicity of 
accounts should be rcqtured from trading companies of a certain 
size. A great deal of knowledge can also be put together 
from the records of various Government departments. It 
is, indeed, mainly by using the resources of the public depart- 
ments that negotiating bodies can be supplied with the knowledge 
they need. To collect and co-ordinate this material and to make 
it available in a convenient form is one of the services which can 
be rendered by an adequate organisation at the centre. It is not 
only knowledge about their own industries which negotiating 
bodies need; they need also knowledge of the conditions existing 
in other industries upon which they are dependent for necessary 
goods and services, and knowledge of the effects likely to be 
])roduccd in)on other industries by any rise in the cost of their 
own products, h'or industries are not carried on in water-tight 
departments; they are all mutually dependent, and all more or 
less directly affected by one another’s decisions. It would be 
one of the duties of the F.conomic General Staff, whose functions 
we describe elsewhere, to survey generally and make recommenda- 
tions as to the statistical equipment of the nation. The need of 
information by the bodies we are describing is one of the purposes 
for which our statistical machinery must make provision. 

4. Central Guidance 

The main subject of this section of ottr Tleport is the substitu- 
tion of an organised system of co-operation for the existing 
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system of conflict. At every point in our survey it has been 
apparent that this cannot be achieved merely by an Act of Parlia- 
ment, though legislation on a good many points may be and is 
necessary. The greatest need is that of steady, and wise guidance 
continued through a long period. This guidance ought to be of 
two kinds. In the first place, continuous administrative action 
is necessary, through a properly organised department of State. 
In the second place, it would seem to be essential that there 'should 
be some organ representative of industry as a whole, to ^fford 
leadership and stimulus in the development of the machinery of 
co-operation, to keep continuously in mind the interaction of 
industries one upon another, and to ensure that the direction of 
industrial policy in this field shall not be merely political or 
bureaucratic in character. To work out a system which will 
satisfy both of these needs, and to ensure easily workable relations 
between the two parts of it. is perhaps the most imi)ortant prac- 
tical step that caji be immediately taken towards the improvement 
of industrial relations. 


A Ministry of Industry 

It was only in when the Ministry of Labour was insti- 

tuted by the C oalition Government, that the need of a special 
department of State to deal with these prol)lems was recogni.sed. 
We have already described (p. 176 above) the very im])ortant 
functions which arc performed by this Ministry. They include 
the administration of the Unemployment Insurance Acts, the 
Employment Exchanges, and the Trade Boards, and the conduct 
of the gcjvernmental system of industrial conciliation. In spite of 
the great importance of these functions, the Ministry of Labour 
has never ranked among the leading offices. Yet the function of 
helping British industry to find its way to peace and to efficiency 
— the two things are mutually dependent — ought surely to be 
recognised as one of the highest and most exacting tasks of states- 
manship. Part of the reason for this is that the functions of the 
Ministry are too narrowly conceived. They are limited to 
problems of labour, which cannot he separated from other indus- 
trial problems. Even in this sphere they are incomplete: the 
administration of th<f Factory Acts, for example, is retained by 
the Home Office, for purely historical reasons. 
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We recommend that the functions of the Ministry of Labour 
should be greatly enlarged, and that its new scope should be 
recognised by giving it the title Ministry of Industry or (if the 
phrase be preferred) of Industry and Labour. It should take 
over the functions now performed by the Home Office under the 
Factory Acts, the Shop Acts, and the Workmen’s Compensation 
Acts. It should also take over the administration of the Mines 
Acts, now entrusted to a semi-detached Mines Department sub- 
ordinate to the Board of Trade. It should be responsible for 
the administration of the rules relating to incorporated Trade 
Associations proposed in Chapter VIII above (p. 98). Finally, 
it should be required to provide a far fuller and more varied 
statistical service than is now the case, being made responsible 
for the provision of all the information needed by the negotiating 
bodies in industry.. In short, it should be responsible for the 
whole system of State regulation of the conditions under which 
industry is carried on, and for all those activities in which the 
State finds itself brought into relations with the great organisa- 
tions of employers and workpeople whereby industrial conditions 
arc regulated. These functions arc all so closely inter-related 
that they cannot usefully be separated; and the functions which 
the State has to perform in regard to industry cannot be well 
performed until they are properly co-ordinated. Thus recon- 
structed, the Ministry would become one of the greatest offices 
of State, as it ought to be. 

The functions of such a Ministry ought not, however, to be 
limited merely to the administration of existing laws about 
industry. This is too generally supposed to be the sole function 
of a public department, and it is. of course, its primary function. 
But there is abso a function of leadership and stimulus which a 
public department can give within the sphere which it covers. 
This kind of work is already done in regard to Local Authorities, 
for example by the Board of h'ducation and the I\Iinistry of 
Health, though in these cases guidance of this kind is closely 
related to the exercise of authority under statutes. In the sphere 
of industry the function of leadership is a much more delicate 
and difficult one, since here it is concerned with powerful voluntary 
bodies, Trade Unions and Itmploycrs’ Associations, which are 
not subject to central authority save in jf very minor degree. 
^ et the history of the American Ministry of Commerce, under 
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Mr. Hoover, has shown how well this kind of work can be done 
by a public department which has scarcely any definite adminis- 
trative powers. By common consent Mr. Hoover has made con- 
tributions of extraordinary value to the development of industrial 
efficiency in the United States. He has doiie this mainly by 
constant conference with the leaders of industry, by stimulating 
them to take common action, and not by issuing authoritative 
edicts. We hold that work of this kind is even more necessary 
in England than in America, and that it should be regarded as 
one of the primary duties of a Minister of Industry to assist and 
forward industrial efficiency, not by overriding or disregarding 
the organised bodies of employers and workpeople, but by bring- 
ing them together and working with them. In shewt, the Ministry 
should be made responsible for the State’s part in that work of 
developing industrial efficiency which is described in Chapter XII 
of Book 2 of our Report (p. 13 1 above). 

A Council of Industry 

It would, however, be undesirable to leave the function of 
guiding and stimulating industry into new courses wholly to a 
public department, however w'cll organised. Industry itself must 
provide leader.ship. Industrial policy must be safeguarded 
against those sudden reversals which are apt to follow 
changes of Government, and against any risk of a too 
rigid bureaucratic method. For these reasons we recommend 
that the new Ministry of Industry should from the first work in 
association with a statutory Council of Industry, wdiich should 
be so constituted as to represent, and to command the confidence 
of, the industrial w'orld. It should be a body of workable size, 
capable of meeting frequently; and the statute establishing it 
should provide for its meeting at regular and frequent 
intervals. We suggest that it should consist of nine repre- 
sentative employers and of nine representatives of organised 
Labour, selected by the Government from a panel nominated by 
representative bodies of employers and wage-earners; and that 
there should also be six other members directly appointed by the 
Minister. In order to ensure continuity of policy, and at the 
same time the infusion of fresh blood, three employers, three 
Trade Unionists, and two appointed members should he cho.scn 
•n each year. 
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We attach very great importance to the creation and active 
working of the Council of Industry, as affording the means both 
of giving leadership to industry from within itself, and of 
keeping the Ministry and the Government in touch with the best 
industrial opinion -on both sides. 

One very important function for which we suggest the Coun- 
cil of Industry should be made responsible would be in connec- 
tion with the sanctioning of Compulsory Orders, as regards wages 
and other matters, asked for by Trade Boards or Joint Indus- 
trial Councils. The ultimate responsibility for such sanctions 
must rest with the Minister of Industry, who is directly respon- 
sible to Parliament. But we consider it important that 
the Minister should be advised in this matter by the Council of 
Industry, which will be in close touch with industry and 
can be relied on to look at the matter from a purely industrial 
point of view. The Council would be in a position to give 
authoritative advice to the Minister as to whether there were 
any objections to a proposed Compulsory Order, whether the 
issuing of the Order would tend to industrial peace, and whether 
it was consistent with the general reasonable level of wages 
throughout comparable industries. We believe that the Industrial 
Council in this way would have a .slow but steady influence to- 
wards the elimination of the extreme differences which now exist 
between the wages paid for comparable jobs in different indus- 
tries, and so attain a fairer adjustment of wages throughout 
industry. Apart from this the main functions of the Council 
would be as follows ; 

(1) To keep under continuous review the machinery in 
various industries which deals with industrial relations, and 
to make suggestions for its improvement and enlargement. 
In its recommendations it should have special regard to the 
need of increasing the efficiency of industry by steps which 
commend themselves to all concerned. 

(2) 'Fo make reports to the Minister regarding the estab- 
lishment or reconstruction of Trade Boards, applications for 
compulsory powers from Joint Industrial Councils and other 
negotiating bodies, schemes for avoiding interruption in 
essential public. services, and the like. 

(3) To keep under continuous review the movement of 
wages and all substantial changes in hours and conditions, 
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and to direct attention to any undesirable disparities between 
one industry and another. 

(4) To keep under continuous review the work of Trade 
Associations in regard to price-fixing, the regulation of out- 
put, joint marketing, and the like, and to direct the attention 
of the Board of Trade to any instances in which the policy 
adopted seems to be dangerous to the public. 

(5) To submit to the Ministry, for publication, an annual 
report on these subjects, together with special reports on 
other subjects affecting the progress of co-operation and 
efficiency in industry. 

(6) To give preliminary consideration to measures 
affecting industry proposed to be introduced in Parliament. 

(7) In general to advise the Minister on all subjects 
affecting the work of his department which he may refer 
to them, and to make representations on any subject affect- 
ing the organisation and well-being of industry. 

The institution of a permanent body, of high status, to 
perform these functions would, we are convinced, produce 
results of the highest value. It would help to ensure that both 
legislation and administration were carried on with due regard 
to the needs and opinions of the industrial world, and would itself 
be a very material contribution to the development of industrial 
sel 1 -government. 


A National Industrial Council 

For these purposes the formation of a large National 
Industrial Council, repre,sentative of the whole of industry, 
has often been urged, and was definitely recommended by 
the Industrial Conference held in 1919. We have very fully 
considered this proposal, to which some of our own number are 
strongly attached. It has much to recommend it. But it is 
necessary to consider the possibility that in the present stage of 
industrial development a large body of this character might 
become an arena for sterile and perhaps acrimonious debate, 
leading to no very definite conclusions; and while some of us 
hold that it would be worth while to run this risk for the sake 
of the good results \yhich might flow from such exchanges of 
view, we are agreed that a smaller and more workmanlike Council, 
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such as we have defined, working in intimate relations with a 
reorganised Ministry, would be able to perform many of the most 
useful functions of the larger body, as well as some others which 
would be beyond its reach. 

These proposals, however, should in no way impede the estab- 
lishment of a National Industrial Council on the amplest scale 
when industry is more fully organised and when the practice of 
co-operation is more widely established. 

In the meanwhile, the urgent thing is to provide a nucleus 
round which instructed opinion in the industrial world can form 
itself, and to give driving force to the movement towards a better 
industrial order. That is the aim of these proposals. 
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THE STATUS OF THE WORKER 

I N our pre-occupation witk collective bargaining on a national 
scale, and w’ith the development of co-operation between the 
national organisations of employers and workpeople, we are 
a little apt to overlook the fact that, after all, industry is carried 
on in individual workshops, factories, and mines. Jt is here that 
the actual worker comes into daily contact wdth the actual process 
of production; it is here that his capacity, his interest, and his 
loyalty are either utilised or allowed to run to waste. 

I. The Factory as the Unit 

It is a remarkable fact that Trade Unionism in this country 
has never iTsed the factory as its unit of organisation, except in 
the printing trade, where the “ chapel ” is a very living force. 
The smallest trade-union unit is the local lodge, which consists 
of men of the .same occupation who haj)j)en to reside in the same 
district, but who are commonly employed by a mnuber of different 
concerns. Perhaps this is why lodge meetings arc not usually 
well attended : they do not deal with the things upon which their 
members’ minds have been mainly occupied during the day — the 
problems and difficulties of work in a particular factor}% under 
particular managers and foremen. The relations of the factory 
with the Trade Union arc limited to dealings with the local 
official, who takes up serious grievances, or complaints that a 
national agreement or an accepted usage has been disregarded. 
On the whole, this wf)rk is well done, but it comes as an interfer- 
ence from outside, and therefore leads more easily to friction than 
if it had resulted from a discussion within the works. The trade- 
union movement itself has been aware of this weakness. The 
shop-steward movement, which reached such magnitude during 
the War, was essentially an attempt to base the struggle for 
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better conditions upon the natural unit of the factory. It was 
in the main an irreconcilable extremist movement, but it was 
also a protest against trade-union bureaucracy, and a demand 
for a more adequate recognition of the factory unit. 

Since the War some of the Unions have somewhat modified 
their policy. The Amalgamated Engineering Union, in particular, 
has now secured from the employers the recognition of shop 
stewards, and its District Committees have a voice in their ap- 
pointment. All this indicates that there is a tendency towards the 
recognition of the factory unit, and a feeling that the workers 
in the factory ought to have some organised means of dealing 
directly with their employers; but even in the case of engineering 
there is still no means of common action or discussion for the 
whole body of workers in a factory, but only for those who 
happen to belong to a particular Union. We strongly feel that, 
from the point of view of labour, this need w’ill have to be 
generally met, as it is met already in rvell-managed concerns in 
this country; and that the wdiole body of workers in a factory 
ought to have ade((uate means of ensuring ( to take tw'o instances 
only) that the rules under w’hich they have to work are fairly 
conceived and fairly administered, and that men are safeguarded 
against arbitrary dismissal. 

I'rom the point of view' of the eniplo3'er, also, a develop- 
ment of this sort is needed. One large element in successful 
management is the evoking of a team-spirit. This can best 
be got by consultation. The manager w’ho is unable or un- 
willing to see that co-operative working is more effective than 
autocracy, though more difficult to direct, confesses his incom- 
petence as a manager. Alike from the point of view of the cm- 
l)loycr and the workman, alike from the point of view' of 
efficiency, of justice, and of good-feeling, some effective 
machinery to enable the employee to have a real voice in determin- 
ing the conditions in which he spends most of his working hours, 
a real protection against unfair dealing, and a real chance of 
making his contribution, ought to exist in every factory. 

2. Consultation not Control 

There have been many different plans for recognising the 
claim of the w^orker to an effective voice in those aspects of the 
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business which concern him. The value of any plan must in the 
end be tested by its effect in increasing or impairing the effi- 
ciency of the business. We are often told that in the 
Socialist State, or at any rate in the Guild Socialist State, 
“ workers’ control ” will be so complete that managers and 
foremen will be elected by the men who have to work under them. 
This would ensure complete failure. Mr. Sidney Webb, 
writing on this point, has said : “ No self-governing work- 
shops, no trade union, no professional association, no co- 
operative society . . . has yet made its administration successful 
on the lines of letting the subordinate employees elect or dismiss 
the executive officers or managers. . . . The relationship set up 
between a foreman or manager, who has throughout the working 
day to give orders to his staff, and the members of that staff 
who, assembled in general meeting, criticise his action or give him 
directions, with the power of dismissing him if he fails to con- 
form to their desires, has always been found to be an impossible 
one.” It is, indeed, the first condition of successful business 
that the responsibility of management, wliich is a highly com- 
plex and skilled kind of work, must not he impaired. Consulta- 
tion with a body of workers will impnn'e and strengthen it; 
anything that can accurately be described as “ workers’ control ” 
will destroy it. 

3. Workers and the Directorate 

It has often been suggested that the claim of the workers to 
a share of control might be met by giving tliem one or two scats 
on Boards of Directors. This method seems to us of questionable 
value. Boards of Directors as at present constituted very seldom 
deal with the aspects of management which especially concern the 
workers; they leave these to the managerial staff, d'hey arc 
mainly concerned with complex questions of finance and broad 
issues of policy: the terms on which new capital shall be raised, 
the best way of meeting the .shock of bad trade, the possibility 
and probable effects of expansion, the problem of marketing, the 
prices of material, the conclusion of working agreements with 
other concerns, and the like — c|uestions upon which the workman, 
qua workman, has no special knowledge and no contribu- 
tion of value to make, unless he happens to be the sort of 
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man who ought to be in a managerial position. During dis- 
cussions on such points, a workman-director would be apt to sit 
dumb and dubious, only half understanding what was 
going on. If he tries to insist upon the discussion 
of Labour questions, he will only confuse the business 
of the Board; if he does not, his constituents may think 
he is betraying their interests and becoming “ a tool of the 
capitalist.” The position of a workman-director is, in short, 
likely to be anomalous, uncomfortable, and thankless. The work 
of looking after workpeople’s interests, and the work of con- 
trolling the finance aiul general policy of a big concern, are so 
different that they cannot easily be combined. 

In one case only would the appointment of workman- 
directors be advantageous. I f the workpeople of a concern, either 
individually or collectively, have an established right to a share 
of residual profits, they might fairly be asked to appoint a 
director whose business it would be to see that the concern was 
conducted in such a way as to yield a return to tho.se whom he 
represented; but this would introduce an entirely new ground 
for representation on the Board. We conclude that the appoint- 
ment of workmen as directors, though it sounds well, is really 
an illusory device, lUorc likely to cause trouble than to do any 
good to anybody; but that this objection disappears if and when 
the body of workpeople obtain a definite share of ownership in 
the business. I’or example, the experiment of workmen directors 
in an industry in which co-partnership schemes have been pecu- 
liarly successful — the gas industry — is said to have worked well. 
The South Metropolitan Gas Company, for example, has long had 
rcjirescntatives of its workers on its Board, and has greatly 
profited by their co-operation. 

These objections, however, would not apply in such force if 
the plan described in Chapter VII (p. 91) were adopted, under 
which, in companies of diffused ownership, a Supervisory Coun- 
cil would be appointed, leaving the more detailed work to be 
carried out by an Administrative Board. There would be a strong 
case for the representation of workers as well as shareholders 
on a Supervisory Council, which would be consulted on broad 
cpiestions of policy, but would have nothing to do with the de- 
tailed control of business. • 
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4. Works Councils 

Experience in this and other countries has shown that the 
best way of making real consultation possible is the establishment 
of a Works Council in every factory or workshop, at whose 
periodical meetings management and workpeople can take counsel 
together about their common interests. In Germany and 
in Sweden the establishment of a Works Council in every con- 
cern of more than a certain size has been made compulsory by 
law. We sent investigators to Germany to report upon the v^ork- 
ing of the scheme there; they reported that the workpeople re- 
garded it as of real value, and would not willingly part with it; 
and that while some employers made little of it many spoke warmly 
in its favour. It is held by many in this country that to make 
such a system compulsory would be unwise, since its effective- 
ness must depend upon the readiness of the management to use 
it, and an indifferent management can reduce it to futility. Those 
who take this view believe that the application of compulsion may 
retard rather than assist the practice of consultation. We 
recognise that there is some force in this contention. There are 
two purposes for which a Works Council can be used; the first 
is the ventilation of grievances, and the assurance of an oppor- 
tunity of expressing the workpeople’s view with regard to the 
rules under which they have to work; the second is the pooling of 
ideas, and the enlisting of the workpeople’s help in securing 
efficiency. The latter can be made of no avail by a hostile or 
indifferent management, but the former can certainly be secured 
if regular meetings are bound to take place. We conclude, there- 
fore — and our opinion is fortified by German experience — that 
the advantages of a compulsory establishment of Works Councils 
outweigh any defects which may attend it. 

Three different forms of Works Councils are possible, (i) 
The Council may be organised purely as a representation of wage- 
earning workers, who will discuss their complaints or proposals 
together and then submit them corporately to the management. 
This is the type of Council which has been established in Ger- 
many. Its drawback is that the Council has not sufficient material 
before it when forming its conclusion, and is apt to meet the 
management in an attifude of hostility. This method emphasises 
the separation rather than the community of interests. 
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(2) In the second type of Council, management and workers 
are represented in equal numbers. I'his was the type of Council 
recommended by the Whitley Committee of 1916, on the analogy 
of the Joint Industrial Councils which they recommended for 
whole industries. Wc have already seen ground to question the 
soundness of the method even in Joint Industrial Councils, which 
are often engaged in negotiation on wages and the like ; we think 
it still more unsuitable for Works Councils, whose primary busi- 
ness is not negotiation, but consultation. Even when points of 
definite negotiation and agreement arise, it is obvious that the 
management’s assent must be obtained before there can be agree- 
ment. Nothing, therefore, is gained by an exact parity of num- 
bers. At the same time it is essential, from the worker’s point 
of view, that the management should be effectively represented, 
though not necessarily on a fifty-fifty principle. 

(3) We therefore prefer the third method, which does not 
count heads, but endeavours to secure that every important group 
of workers, whether by brain or by hand, from the heads of the 
concern downwards, shall be represented, and shall be enabled to 
take part in discussion on the problems and prospects of the 
concern as a whole, as well as on the grievances or suggestions 
of particular sections. This is not, of course, incompatible with 
the holding of separate meetings of workers to discuss 
particular questions before they are raised at joint meetings. 
Such meetings should not only be allowed but encouraged; 
and in a well-organised big concern the General Works 
Council would be only the apex of a system of com- 
mittees in various departments. Such an organisation has been 
worked out in many successful concerns; its structure must 
necessarily vary according to the size and character of the con- 
cern, and would naturally be a subject upon which the General 
Works Council should be consulted. But we do not think that 
legislative compulsion should be applied in such a matter, in 
v'hich the utmost elasticity should be maintained. The essential 
thing is to set up in every factory a General Works Council, 
representative of all elements engaged in the w'ork of the factory. 
We therefore recommend that this should be made a statutory 
obligation upon eVery concern employing more than (say) fifty 
persons, or, alternatively, upon every concern coming under 
Factories and Workshops Acts. We think that the obligation 
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should be extended to distributive firms employing more than 
fifty persons, such as the big shops. The Act should require 
the free nomination in writing and election by ballot of repre- 
sentatives of every important section of employees. It should 
also make it clear that these Councils are not intended to take the 
place, or to undermine the authority, of national negotiating 
bodies. Their deliberations should all be limited and governed 
by national agreements, in regard to which the functions of 
Trade Unions and their officials would remain as before. 

5. Agreement on Rules 

In the main the functions of the Works Councils would be 
deliberative and consultative. But they ought to have certain 
definite rights secured to them by Statute, with a view to the 
protection of the employees against unfair treatment, and 
especially against arbitrary dismissal. In particular, the working 
rules of the factory should be defined in agreement with the 
Works Council, and a copy should l)e made available for every 
employee. We attach great importance to the existence in every 
factory of a Schedule of known Rules, not liable to arbitrary 
alteration. This is. of course, the practice of all good firms, but 
it is not universal. Consultation and agreement upon working 
rules would, in our judgment, do much to create a healthy spirit 
in the works, and to destroy the idea that the employer 
was an irresponsible autocrat. “ That community is free,” 
said William Penn, “ in which the laws rule, and in 
which the people are a party to these rules.” Agreement on 
this head is so important that if the Works Council cannot agree 
with the management on a Schedule of Rules, we recommend that 
the points in dispute should, wherever possible, be referred to a 
local negotiating body ; and that in the last resort they should be 
referred to the Ministry of Industry, which should be empowered 
to apply by statutory order an appropriate set of rules, not 
inconsistent with national or district agreements applicable to 
the factory concerned. We do not think that the Ministry 
would often be troubled, btit this power of ultimate reference 
would insure effective consultation upon a vital matter which 
lies at the root of good relations in the factoty. 

The general character and scope of the rules thus to be de- 
fined should be laid down in a Schedule to the Act creating 
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the Works Councils, and we print in an appendix ^ the 
heads which, in our judgment, ought to be covered : they 
are based upon the practice of a number of well-managed 
concerns in this country whose rules we have studied. 
But we recommend that certain provisions bearing upon 
dismissal, which rarely find a place in such rules, should 
be included. The fear of arbitrary dismissal, and the ill-feeling 
aroused when such dismissals take place or are supposed 
to have taken place, are among the most fruitful causes of 
friction. Nothing rankles more in the mind of the workman, 
nothing gives him a greater sense of insecurity and of the in- 
justice of the industrial order, than the knowledge that he may 
at a week’s notice be deprived of his means of livelihood — a 
terrible penalty — possibly for no better reason than that he has 
incurred the displeasure of a foreman. Too many employers or 
managers leave the.se matters to foremen; and always support the 
action of the foreman on the ground that “ discipline must be 
maintained.” Of course discipline must be maintained; but the 
right way to maintain it is to give guarantees that it will always 
be justly used, and that no man will be submitted to the terrible 
penalty of deprivation of livelihood and perhaps also loss of his 
good name without being heard. Every man who is unjustly 
discharged is a fomenter of resentment and unrest; and every 
man who is arbitrarily discharged will find it easy to convince 
his friends that he has been unjustly used. 

6. Dismissal 

There are three possible reasons for discharge ; a serious 
moral or disciplinary offence ; inefficiency as a workman ; and 
shortage of work. There should be definite legal protection 
secured by the rules against unfair treatment in any of these 
three cases. In the case of a moral offence (such as stealing) 
or a gross breach of rules (e.g. of safety rules), every man 
should have a right to appeal from the foreman or other 
officer who dismisses him either to a defined superior officer or 
preferably to a discipline Committee, including some workmen, 
before whom he should be able to state his case and produce 
evidence. In the case of dismissal for inefficiency, it should be 

* See Appendix I, p. 238. 
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provided that no man who has been in the employ of a firm 
for (say) six months should be discharged on this ground until 
some body or person representing the workers has had an oppor- 
tunity of considering the case and making representations on 
it to the management. As for the third reason, shortage of work, 
all employees know, unhappily, that the necessity of dismissals on 
this ground may at any time arise; but they fear that favouritism 
may have a hand in the choice of men to be dropped ; and whether 
the fear is just or not, it is a source of unrest. The safeguard 
here is that when discharges have to be made, they should be 
discussed beforehand with a representative or representatives of 
workers, perhaps shop stewards, perhaps a Committee of the 
Works Council; and although these men arc unlikely to take the 
invidious responsibility of choice, the mere fact that they have 
been consulted will be felt to be a safeguard against injustice. In 
the same way short-time arrangements should always be a matter 
for consultation. \\T recommend, therefore, that it should be 
provided by law that the Schedule of Rules should contain a 
statement of the safeguards against unfair usage in each of 
these cases. 


7. Terms of Employment 

We also recommend that every firm should be required by law 
to give to every man taken into its service a printed or written 
statement of the terms on which he is engaged, including a 
statement of the grounds upon which, and the way in which, he 
may be discharged. We print in an appendix ^ an indication of 
the points which should be dealt with in these terms of appoint- 
ments. The effect of their provision by law would be that if any 
man was divseharged without being allowed the safeguards 
provided for, he would have a ground of action in the courts 
against the firm which discharged him. Probably few men would 
be ready to incur the cost and publicity of such an action on their 
own account ; but it is likely that the Trade Unions would take 
up cases often enough to make it certain that the provisions of 
the law would be generally observed. In Germany a whole 
system of local Labour Courts has been set up to deal with 
cases of this character, and the existence of these tribunals, 

See Appendix II, p. 239. 
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which are very freely used for the settlement of individual 
disputes that might otherwise lead to serious friction, has had 
the effect of giving a real sense of security, and of conjuring away 
the feeling that the workman is always at a disadvantage in 
dealing with the employer and must swallow injustices as best 
he can. 

We shall probably be told that in these proposals we are 
descending to minutirc, and that at the same time we are threaten- 
ing to undermine the proper authority of management, which is 
indispensable for cfricicncy. Provisions which safeguard men 
against injustices that may strike at the very foundations of their 
lives — injustices, moreover, which have been very prevalent, not 
through malice but through carelessness — can never be trivial; 
and we are satisfied that these provisions wall do more than will 
at first sight be recognised to give to the workman a feeling that 
he is really being fairly treated, and that the talk about improving 
his status is not insincere. Nor will these provisions under- 
mine any legitimate power of management. These provisions 
only secure to the workman in his daily life an assurance of the 
rudimentary jiistice of being heard before he is condemned and 
sentenced to a very serious penalty. 

8. Information 

Participation in the framing of factory rules and protection 
against arbitrary dismissal are the chief definite new rights which 
would be secured to the employees by the legal establishment of 
Works Councils. But beyond this there are many points upon 
which the Works Councils should be entitled to information or 
consultation. First among these we should put the right to be 
kept informed regarding the trading prospects of the concern 
and its financial results. Many hands will be held up in horror 
at the idea of introducing workpeople to a knowledge of these 
arcana. But why not? Their livelihood is involved. And such 
knowledge is the very foundation of useful co-operation. This 
informati(jn will have more effect, and appear more practiail, if 
the workpeople possess a right to a share of profits, or are part 
owners of the concern either corporately or individually, as it is 
desirable that they should be. 

But we are not here concerned with profit-sharing, which has 
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been discussed elsewhere. The kind of information which we 
think ought to be laid before Works Councils is equally important 
whether a profit-sharing scheme exists or not. We recommend 
that it should be a statutory obligation upon every employer to 
lay before the Works Council at regular intervals, say every 
three months, a statement as to trading conditions, and to explain 
and discuss it with the Council ; while once a year he should be 
required to lay before them the concern’s balance-sheet, and to 
explain it to them. A balance-sheet may be a very uninforming 
document ; and we should be inclined to require also a trading- 
account, were it not that in some cases this might involve the 
publication of facts which the management may be quite justi- 
fiably unwilling to reveal, lest they should be made use of by 
trading rivals. But in any case the explanation should be as full 
and candid as possible. One great concern whose methods we 
have studied submits all the details of its accounts, with full 
explanation, to a small sub-committee of its Works Council, and 
makes a statement in more general terms to the Council as a whole. 
In any case, we think it is time to establish the principle that the 
workers in a concern, whose livelihood depends upon its pros- 
perity, have a right to be kept informed of its financial situation 
and prospects, and of the trading problems with which it has to 
deal. This is the very foundation of an effectual co-operation. 


9. Workshop Practice and Promotion 

Next, the Works Council should have a statutory right to be 
consulted about the organisation and arrangements of the factory, 
to be informed of the reasons for changes in this regard, and to be 
given opportunities of discussing ways in which work can be 
more conveniently arranged or greater efficiency secured. This 
is a sphere in which workpeople, once their interest is aroused, 
can make contributions of very great value. The Baltimore and 
Ohio Railway some years ago introduced the practice of con- 
sultation and discussion of this sort in its engine workshops. 
The immediate result was a quite remarkable economy and 
increase of efficiency as the result of a multitude of small changes 
suggested by the mex, who showed a new keenness when they 
found they were in a large measure controlling their own working 
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arrangements. This sort of co-operation is stimulated by, but 
is not dependent upon, a just system of profit-sharing. To the 
same category belongs the function of suggesting methods of 
encouraging and- rewarding inventive power among the work- 
people, which could obviously be stimulated by a Works Council ; 
and this would help to stop the waste of good brain-power which 
goes on among our people, and to prevent the unfair exploitation 
which it sometimes has to suffer. Again, it wotild be reasonable 
to require that the Works Council should have an opportunity of 
discussing, not particular appointments, but the principles of pro- 
motion in the concern. It would itself help to clear the way for 
the promotion of able men, who could reveal themselves through 
the working of this system in a Avay not now open to them. 
British industry is suffering from its failure to open careers to 
talent; and although this responsibility must always rest primarily 
upon the management, a system of Works Councils, working in 
the right spirit, would make a great difference. 


lo. Wet,f.\re Work 

What is commonly called “ welfare work ” forms another 
sphere of activity peculiarly appropriate for Works Committees. 
All the questions affecting safety at work, provisions for cleanli- 
ness and the brightening of factory environment, arrangements 
for holidays and organised recreation, and all those activities 
which naturally spring into existence among any body of men 
and women who feel themselves to be a community, would 
naturally be discussed by the Works Council, and perhaps wholly 
or mainly placed under its charge. “ Welfare work ” has an 
unpleasantly paternalist and patronising sound. It loses that 
character when it is mainly carried on by the people themselves; 
it becomes a stimulator of team-work, and of the community 
.spirit; a teacher of mutual re.sponsibility. It is a grim and sad- 
dening reflection that in the majority of British factories the 
workers tramp in in the morning, and after their allotted tale of 
work hasten out in the evening to find their real life elsewhere, 
never for a moment feeling that they are members of an organised 
community brought together for the purpose of rendering a 
common service and all mutually interdependent. 
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II. Joint Ownership Schemes 

It is needless to labour in detail the subjects which might 
properly be discussed by a Works Council, as the common organ 
of a large body of people banded together by a common task and 
united by common interests. 

There is. however, one specific function which otight, in our 
judgment, to be included among the essential duties of all Works 
Councils. That is the duty of consulting with, and if possible 
agreeing upon, the best way of giving to the employees a ishare 
of ownership in the concern, established by agreement and not 
merely as a revocable and insecure concession. We do not here 
discuss the methods of achieving this end, because the subject 
will be dealt with more fully later (p. 249 below). Hut we 
regard it as of real importance. 

Tf the status of the worker in industry is to be made satis- 
factory, if he is to be given real ground for feeling that he is 
treated as a partner and not as a mere tool, if he is to be justified 
in showing “ loyalty,” not to a master (which is the virtue of 
a slave) but to a disciplined co-operative society of which he is a 
member (which is the virtue of a free man), he should be given 
in the first place the sense that he is genuinely and fully consulted, 
that he has a share in determining the conditions of his own 
work, and that he is a member of a really free society because 
it is one in which “ the laws rule, and the people arc a party to 
these rules.” This is vital, and it is the main theme of this 
chapter. 

But more than this is desirable. He should be given a share 
in the ownership of the concern for which he works, or at least 
some chance of accpiiring such a share, and to this we pass in 
the next chapter. 


APPENDIX I 

Works Councils: Scope of Agreed Pules 

i 

The schedule to the Act setting tip statutory Works Councils 
should prescribe under what heads rules are to be formulated 
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between Works Councils and management. These heads are as 
follows : 

(i) Hours of beginning and ending work. 

(ii) Arrangements in regard to overtime. 

(iii) Period of notice of dismissal winch mu.st be given 
on cither side. 

(iv) Methods of calculating wages (reference being made 
to whatever national or district agreements. Trade Board 
orders, etc., apply to the concern in question). 

(v) Arrangements for paying wages. 

(vi) Arrangements in regard to holidays. 

(vii) Absence from sickness or other cause. 

(viii) Dismissal for any moral or disciplinary offence: 
arrangements which will enable an aggrieved individual to 
state his case to some responsible person or body. 

(ix) Dismissal for ineftlciency or other industrial reason: 
arrangements for enabling the Works Council or .some other 
representative body to di.scuss the circumstances with the 
management. 

(x) Dismissal on the ground of shortage of work: ar- 
rangements for the discussion of the personnel selected for 
discharge by the Works Council or some body representing it. 

(xi) Short time: arrangements for di.scussion of methods 
of -short time working, and of per.sonnel “ laid off,” etc., 
with the Works Council or some other representative body. 


APPENDIX II 

Eng.xgement of Earour: Scope of Agreed Terms 

Points which should be dealt with in the printed or written 
document to be given to every worker on engagement : 

(i) Hours of beginning and ending work. 

(ii) Arrangements in regard to overtime. 

(iii) Period of notice of di.smissal which must be given 
on either side. 

(iv) Methods of calculating wages (; reference being made 
to whatever national or district agreements. Trade Board 
orders, etc., apply to the concern in question). 
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(v) Arrangements for paying wages. 

(vi) Arrangements in regard to holidays. 

(vii) Absence from sickness or other cause. 

(viii) The following provisions regarding dismissal: 

The conditions upon which the above Firm offers you 
employment are as follows: 

The Firm undertakes to give . . . days’ notice of dis- 
missal, and you may not leave your employment without 
giving . . . days’ notice. 

You will not be dismissed for misconduct or breach 
of rules without full inquiry, in the course of which you 

will be entitled to state your case to 

If you are dismissed, the reason for your dismissal 

will be notified to you by 

If you have been in the employment of the Firm for 
not less than . . . months you will not be dismissed 
for inefficiency or other industrial reason without warn- 
ing, notice of which shall also be given to (the Works 
Council or some body or person deputed by them). 

You will not be dismissed on the ground of shortage 
of work until the selection of the persons for discharge 
has been discussed between representatives of the Firm 
and (some individual or body representing your work- 
fellows). 

The document might also embody such other relevant informa- 
tion as can appropriately be presented in this form. Such items 
as the following could be given if desired : 

Capacity in which the employee is engaged. 

To whom responsible. 

Punctuality. 

Payment of wages to a deputy. 

Passing-out authorisations. 

Cleaning machinery, etc. 

I.oss or damage of property. 

Accidents. 

Transfer from department to department. 

Safety devices. 

Protective clothing. 

Use of tools,' etc. (e.g. measuring instruments), which 
are the property of the firm. 

240 



THE STATUS OF THE WORKER 


Deductions from wages. 

National Insurance. 

Cycles, etc. 

Smoking. ■ 

Rest intervals. 

Continuation classes. 

Works Committees. 

I’rofit-sharing Committees, etc., etc. 

The document should embody tlie decisions arrived at in the 
formulation of the statutory Works Rules. 


i6 
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CHAPTER XIX 

THE DIFFUSION OF OWNERSHIP 


I T is a formidable charge against the existing economic' order 
that it has divided society into a small class of owners who 
live by ownings and a very large class of workers whose 
labours enrich these owners. When all the necessary qualifica- 
tions have been made, it remains true that the means of produc- 
tion — land, buildings, macliinery, railwa}'s, working capital — 
belong to a small section of the population, which derives from 
this property a very large revenue; while the mass of the popula- 
tion is, in the main, rightly described as a “ propertyless prole- 
tariat," living by the sale of its labour. 

I. Present Distribution of Property 

It is difficult to obtain trustworthy statistics about the actual 
distribution of ownership, though the broad facts are unquestion- 
able. The best analysis is that recently made by Professor Henry 
Clay,’ on the basis of the death-duty figures for 1920-21. The 
following table summarises Professor Clay’s conclusions: 


T.-\ 15 LE 27 

OWNERSHIP 01 - PROPERTY. CALCULATED FJtOM ESTATE 
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These figures show that nine-tenths of the nation’s capital 
is owned by less than one-quarter of the 17.7 million persons 
included in the above total; and that nearly two-fifths of it 
belongs to a tiny group, less than the population of one of 
our smaller towns. Professor Clay has also shown that the 
distribution of property appears to be more uneven than in any 
other country for which we can make a reliable estimate of its 
distribution. 

That property always has been unevenly divided is notorious. 
It may be that inequality of division is a condition of economic 
progress. But the fact to be faced is that the discrepancies now in 
this country are so glaring, and consciousness of them so acute, 
that the resulting discontent endangers the continuance of eco- 
nomic progress itself. 

We regard it as essential, therefore, that industry should 
aim deliberately and consistently at getting the ownership of its 
capital into many hands, not into few, and particularly into the 
hands of industrial wage-earners. The ways and means of 
accomplishing this aim require longer discussion, but its justice 
is as plain as is the expediency of breaking down the antagonism 
of Capital and Labour by identifying the antagonists. 


2. rOPTTI..\R OwNF.RSIIIP, NOT PURLIC OwNER.SHIP 

The point at which uneven distribution becomes mal- 
distribution must be largely a matter of opinion. We agree with 
the Socialists in thinking that a distribution so uneven as is at 
present found is mal-distribution. But with the methods pro- 
posed by the Socialists for correcting that mal-distribution we 
disagree profoundly. The remedy, in our view, is not concen- 
tration in the hands of the State, but the diffusion of ownership 
throughout the community. We stand, not for public ownership, 
but for popular ownership. The aim must be not to destroy 
the owner class, but to enlarge it. To put the ownership of 
capital into the hands of individuals is essential if the supply of 
savings for industrial development is to be secured; to put it into 
the hands of the largest possible number of individuals is equally 
essential if the condition of the wage-earning classes is to be 
substantially and permanently improved. Some 62 per cent, of 
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the nation’s income ^ now goes to wages and salaries. Wage- 
earners and salary-earners should have a growing share in that 
other 38 per cent, of the national income which now goes to rent, 
interest, management, and profits. Liberalism has stood con- 
sistently for private property as an institution. We believe that 
“to have a bit of property” safeguards personal liberty, but- 
tresses self-respect, and teaches responsibility. But for that very 
reason the enjoyment of private property should not be limited 
to the few. On the contrary, it is the liberty of the many which 
ought to be safeguarded, and the incentives created by the pos- 
session of private property ought to extend to ever)"^ member of 
the community. 

A policy for diffusing ownership more widely must therefore 
make its main attack on existing evils at two points. On the 
one hand, it will aim at checking the process by which 
great accumulations arc built up, while safeguarding the re- 
ward of exceptional enterjirise and ability, and will .search 
for means of breaking up big fortunes which pass by inheritance. 
On the other hand, bearing in mind that large fortunes have 
hitherto been the main source of the supply of new capital, it 
will do everything possible to encourage popular saving and to 
facilitate the acquisition of property by the classes which are now 
for the most part propertyless. 

3. The Redistribution of Exi.sting Capital 

The measures we have recommended in Chapters VI - VIII 
of Book 2 of this Report will do much to prevent the accumu- 
lation of “ plunder fortunes ” without in any way discouraging 
enterprise. But they will not by themselves put ownership within 
the reach of men who now have no share in it. What more ought 
to be done, and — an even more important question in relation to 
policy — what more can be done, by any means within the di.spo.sal 

1 In 1924, according to Bowley and Stamp, The National Income, the social 
income of the nation (i.e. aggregate income leas National Debt interest and 
pensions) was £^,Soo millions. Of this total, some /t,6oo millions went in wages 
and £y^o millions in salaries. Of the remainder, it is impossible to say precisely 
how much is earned ; roughly, some £520 millions can be brought under this 
heading. This leaves about £940 millions of “ unearned " income, or, if National 
Debt interest is included,fBome £1,200 millions in all. For an elaborate analysis 
of the national income, considered from different points of view, the reader is 
referred to the work cited. 
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of the community? To answer the first question, with constant 
deference to the test imposed by the second, is the purpose of this 
chapter. 


(?) Progressive Taxation 

First must be considered the use of taxation for this purpose. 
During the last thirty years we have developed a steeply graduated 
system of taxation by income-tax, super-tax, and death-duties, 
which has taken from the very rich nearly half of their incomes, 
and up to 40 per cent, of their capital at death. These burdens 
have been imposed partly to meet war-charges, but largely to 
defray the growing cost of the social services, expenditure on 
which has ri,sen from £22,600,000 in 1891 to £338,500,000 in 
1925, including war pensions.* This expenditure has been paid 
out of taxation raised mainly from the rich, and has been spent 
on social services mainly for the benefit of the working classes. 
Professor Clay has estimated it as equivalent to 12 i per cent, on 
the total wages paid, or, including employers’ contributions under 
Insurance Acts, 14.7 per cent. ; its effect has therefore been to 
cause a substantial redistribution of the national income. The 
social benefits of this redistribution are beyond dispute, but it 
has had little effect on the redistribution of ownership. 

None the less, progressive taxation has had certain indirect 
effects on the supply of capital and the distribution of ownership, 
which must be brought out. 

^ The distribution of the totals is as follows : 

£ millions. 





1891. 

1925. 

I. 

Expenditure under the Education Acts 

II-5 

89-4 



,, Acts relating to the Relief of the I'^oor 

9-1 

40-4 

3 - 


,, the Housing Acts .... 

•2 

18-4 

b 

$» 

,, the Public Health Acts . 

•5 

9-1 

5 - 

1 1 

,, the Lunacy and Mental Deficiency Acts 

*9 

4-8 

0. 

9 > 

,, the National Health Insurance Acts 

nil 

. 82-5 

7- 

9 9 

„ the Unemployment Insurance Acts. 

nil 

50-6 

8. 

9 9 

,, the War Pensions Acts . 

nil 

66-5 

0 . 

f 9 

,, the Old-age Pensions Acts 

nil 

25-8 

10. 

Other expenditure 

•4 

I-O 



Total £ millions # 

22-6 

338-5 


The above figures are compiled from H.C. 135 of 1926. 
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(a) In conjunction with the rise in the lower levels of 
wages and the decrease in the size of families, it has helped 
to increase the margin for saving among the working 
classes, and has probably also stimulated thrift by affording 
a foundation upon which to build. 

There has been unquestionably a remarkable increase in 
working-class saving and investment during the last fifteen 
or twenty years. There are no figures showing working- 
class savings as such. But, as Mr. Runciman has shown, 
all the institutions which most definitely attract working- 
class savings, e.g. Building, Friendly, and Co-operative 
Societies, Savings Certificates, etc., have shown an immense 
increase in their funds. The increase, however, has not been 
on such a scale as materially to modify the distribution 
of ownership, and it has scarcely affected the ownership 
of industry. The standard of comfort is rising, but the in- 
stinct to save is still strong, and grows stronger as hope and 
security increase. The inference seems to be justified that 
if the process of investment were made easier and its reward 
more alluring, a substantial expansion might be expected 
even in present conditions, and a very great expansion when 
prosperity returns. 

(b) On the other hand, the pressure of taxation has 
reduced the savings of the rich and of the “ well-to-do ” far 
more than it has increased the savings of wage-earners, so 
that the amount annually available for investment has de- 
creased by something like £150,000,000 or £200,000,000. 
A second inference seems here to be justified, namely, that if 
we are to find the fresh capital needed for the development 
of our home resources and the replenishment of our foreign 
investments, we must develo]) new outlets (jf investment for 
small savings. 


(n) Inheritance 

Another way of dealing with the gross disparities which exist 
in the ownership of property is to restrict the inheritance of huge 
masses of unearned wealth. I'he problem of inheritance has been 
marked out as a task for Liberalism since the time of John 
Stuart Mill. In the death-duties we have already found a means 
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of taking a very large part of big estates at death, for the 
purposes of the State, and thereby diminishing the amount of in- 
herited estates; in some cases, especially those of the big landed 
estates, the result has been a breaking-up of great accumulations. 

It is the policy of the Liberal Party to increase death-duties 
still further, so far as this can be done without interfering unduly 
with saving, and without causing excessive evasions ^ ; much 
thought has been given by Liberals to the best methods of 
achieving this end.^ 

We do not propose here to examine this ciuestion in detail, 
since it does not strictly belong to industrial policy ; but we regard 
the wise and firm handling of inheritance as essential for the 
satisfaction of the sense of justice, and for the democratising of 
ownership. 


4. The Creation of New Ownerships 

It is not, however, so much to the redistribution of existing 
capital as to the distribution of new capital that we must look 
for the wider diffusion of ownership among those strata of 
society who at present own either no capital at all or very little. 
If it be thought that this involves a very slow advance, let it 
be remembered at bow rapid a rate new capital is created and old 
capital replaced. Even in these bad times something like 
£500,000,000 of new capital is created every year, apart from 
replacements; and the total capital wealth of the nation would, 
at this rate, be more than doubled in the course of forty 
years. 

Let us consider, from the point of view of the possibility 

^ Cf. the following paSvSage from a resolution passed by the N.L.F. at Birming- 
ham in 1919 : 

“ This Council believes that the national income is far too unevenly 
distributed, and that a nearer approach to economic equality must be the 
foundation of all social progress, and it therefore advocates that both income 
and super-tax should be more steeply graduated and more fairly adjusted ; 
that death duties should be materially increased ; and that there sho»**' 
be no taxation on the necessaries of life. 

2 For a detailed treatment of the problem of inheritance the reade 
to three pamphlets by members of the Liberal Summer Schools J 
Inheritance, by Henry Clay ; Inheritance and Inequality, by H, 1 
and The Inheritance of Riches, by E. D. Simon. Ttie lirst twoj 
published in the '‘New Way" Series. 

247 




BRITAIN'S INDUSTRIAL FUTURE 


of wider distribution, the two main sources from which new 
capital comes : 

(i) The creation of reserves by industrial undertakings them- 
selves; and 

(ii) The investment of private savings — ’ 

(a) by the rich out of their ample margins, and 

(b) by the small investor by systematic thrift. 

Under (i) we have to ask whether it is either necessary or 
socially desirable that the whole of the reserves for expansion 
should go to the owners of the existing ordinary shares, jiiid 
whether it would not be to the advantage of industry and of me 
community that ownership in these reserves should be shared t)y 
those whose labour (of brain or of hand) helps to create them. 
Under (ii) we have to ask whether the reduction in the amount 
saved annually by very rich cannot be balanced by an increase in 
the new capital forthcoming from the small investor — especially if 
he can be enabled to share some of the advantages in investment 
hitherto enjoyed mainly by the rich. It is along these two lines 
that we can best hope to make progress towards a real diffusion 
of ownership. The elastic and adaptable system of the limited 
liability company opens a variety of means whereby this end can 
be attained. 

Something like three-fourths of the new capital invested in 
industry is set aside out of profits. It is this immense fund 
to which we give the name of “ expansion-reserves.” Before 
any funds can be available for expansion-reserves, a business must 
have met a variety of charges. It must have paid to manage- 
ment its agreed salaries, and to labour its agreed wage- 
rates. It must have made reasonable provision against deprecia- 
tion. It must have provided standard interest on fixed-rate capi- 
tal, and a reasonable return on ordinary stock; and, where the 
ordinary stock-holder has foregone a fair return in order to build 
up the business, it ought to have made provision for a return for 
this abstention. It ought also to have provided a stability-reserve, 
to keep the business going in periods of pressure. 

But after all these needs have been met, it would seem to be 
both equitable and socially desirable that any new capital created 
out of the surplus should be shared with those who have helped 
to create it, and shouKl not be exclusively credited to the owners 
of the ordinary capital, who may have contributed nothing at 
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all to the exceptional prosperity of the concern, and who have, 
ex hypothesi, already received a fair return on their investment. 

5. Ownership Sharing 

We have elsewhere urged the desirability of sharing the 
surplus with the wor’.ers by brain and by hand (see the section 
on profit-sharing, above, }>. 198), basing the argument not upon 
abstract right, but upon social utility, and the argument need not 
be repeated. Here we are concerned only with that form of 
profit-sharing which consists in assigning to the workers a share 
of new capital created out of profits, as distinct from the distribu- 
tion of cash bonuses. Tf the argument from social utility was 
strong in the case of ordinary profit-sharing, it is stronger still 
in the case of share-distribution out of profits. For this method 
has two definite advantages which ordinary profit-sharing lacks. 
In the first place, it facilitates the creation of new capital, while 
ordinary profit-sharing may actually discourage it, by distributing 
in small sums, likely to be promptly spent, funds which might 
otherwise have been reinvested. In the seeond place, it directly 
contributes to the solution of the vital problem of bringing about 
a wider diffusion of ownership. 

We do not sugge'^t that the whole of the surplus assigned to 
the workers should invariably and necessarily be thus reinvested. 
The business might not be in a position usefully to employ all 
the funds thus available in a very prosperous year; and in some 
cases the sums available for individual workers miglit be too small 
to be worth treating in this way. But we do strongly urge that 
all profit-sharing schemes should at the least preserve the pos- 
sibility of using the divisible surplus for investment rather than 
for distribution. It is eminently desirable that the capital rec|uired 
by industry should to the largest possible extent be drawn from 
profits, and that as large a share of these reinvested profits as 
the fair claims of capital permit should be assigned to the brain 
and hand workers. 

It is sometimes said that it is not fair to the worker to insist 
that his money should be invested in the concern for which he 
works, since this involves the risk that bad trade may deprive 
him of his employment and of his dividend on his investment at 
the same moment. This argument,, which is valid against any 
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pressure upon the employee to invest his personal savings with 
his employer, does not seem to us to have any weight when the 
investment is made, not out of personal savings, but out of the 
profits earned in the business. 

One stipulation, however, ought to be made, in regard to this 
method of treating the employee’s share of a surplus. If it is in 
any true sense to create new ownerships, it must give to the em- 
ployee a marketable security. He should receive shares like those 
of any other shareholder, which he can sell if he so desires. 
it is felt that the proprietary interest thus given to him ought not, 
to be given up so long as he remains in tlie business, at least it\ 
should be secured that on leaving his employ he shall receive a \ 
marketable security in return for the rights which he is compelled 
to abandon. 

The creation of employee-ownerships out of profits may 
assume many different forms, appropriate to concerns of different 
ty])es. These may best be illustrated by four e.xamplcs. The 
first two are English, the third American, and the fourth from 
New Zealand, a land of social experiment. All have their features 
of value, which are deserving of imitation in suitable cases. 

6. Typical Schemes or Ownership Sharing 
(n) The Taylor Scheme 

The co-partnership scheme inaugurated by Messrs. J., T. & 
J. Taylor, woollen manufacturers, of Batley, has been in exist- 
ence for some thirty-five years. Any profits made by the con- 
cern, after payment of 5 per cent, on capital, is apportioned 
between capital and labour in an agreed ratio. The bonus 
credited to each worker is given in the form of fully-paid shares 
in the company. The amount which each wage-earner receives 
depends on the amount of his wages; double bonus is credited 
to workers who have been not less than five years with the con- 
cern. The bonus shares do not carry vote.s — in this sense the 
scheme is not a trae co-partnershi]) ; but there is a strong co- 
partnership committee which consults with the management in 
regard to questions affecting the workers. The results of the 
Taylor scheme have been very remarkable. By '1920 £600,000 had 
been paid to the workers in bonus and in dividends on their 
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shares : they then owned over half the capital of the concern and 
received three-quarters of the profits. 

(b) The Brush Electric Co. 

The scheme adopted by the Brush Electric Co. in 1926 
is a good example of profit-sharing developing into ownership 
sharing, in which rights of ownership are secured to the employees 
both as a corporate body and individually. It is embodied in a 
formal contract, signed by representatives of the directors and 
shareholders on the one hand, and of four classes of employees 
on the other. A schedule defines the procedure to be adopted in 
distributing profits, and the method of ascertaining the amounts 
to be allotted for rejdacement, reserves, etc. It provides that after 
the ordinary shareholders have received 10 per cent., all further 
profits are to be divided between them and the employees, in pro- 
portion to the total dividend on ordinary sliares and the total 
wages and bonuses. A Council, composed of six members 
elected by the employees and two by the directors, is set up to 
administer the proceeds of the scheme, which can be used either 
for the common good of the employees or for distribution to 
individuals in proportion to their wages, the payment to be, at 
the choice of the recipient, either in cash or in ordinary shares, 
which the company undertakes to issue for this purpose at par, 
though the market price of the £1 share was (at the date of the 
scheme) 25.5'. or 26s. This is a binding contract, enforceable 
at law. It constitutes the whole body of employees as corporate 
part-owners of the concern, with a right to a large proportion of 
residual profits; it also enables individual employees, without 
outlay on their part, to become ordinary shareholders with full 
voting rights, able to sell their shares if they so desire. A scheme 
such as this must in time lead to a real diffusion of ownership, 
if the concern prospers; and the scheme itself will contribute to 
its prosperity. In any case, it constitutes a valuable recognition 
of ownership-rights. 

(c) The Dennison Scheme ^ 

The most striking and successful method of employee 
ownership is the Dennison scheme, undtr which the original 

' A fuller analysis of this scheme is given in America the Golden , by J. Ramsay 
Muir (Williams & Norgatc, 2S.). 
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shareholders are turned into preference shareholders, without 
voting rights, which are reserved for persons actively engaged 
in the business. All profits after payment of dividends are 
reinvested in the company ; and the new capital thus created is 
divided among all the employees, from the president downwards 
— ^two-thirds,, with voting-rights, going to the managerial class 
in proportion to their salaries, one-third, without voting-rights, 
to the operatives in proportion to length of service. The dis- 
appearance of even a semblance of control on the part of 
“ functionless ’’ shareholders, and the fact that the directors 
have to .satisfy active workers and not mere dividend-receivers,' 
are the main features of this scheme, which is probably the most' 
complete and satisfactory device for restoring the connection 
between work, owner.ship, and responsibility that has anywhere 
been made. It is not, however, adaptable to every type of 
business. 


(d) The Voider Scheme 

A rather different illustration may be derived from New 
Zealand, where in 1924 the Legislattire passed an .^ct emjxjwering 
trading companies to adopt a .scheme of labour-ownership known 
as the Valder scheme. This is perhaps the mo.st intere.sting and 
practical scheme yet devised with the object of ca])italising the 
labour contribution of the worker. IJndcr this scheme the 
company issues labour shares of no par value, and without pay- 
ment, which are distributed to all employees from the general 
manager downwards, roughly in proportion to their pay. These 
.shares take all profits after the ordinary shares have received 
(a) interest and (&) a “risk-rate,” which varies with the indus- 
try, and is pre-detennined. Holders of labour shares have voting 
rights equally with ordinary shareholders. A possible variant 
of this scheme would be the issue of a block of no-par-valuc 
shares to be held by a trust on behalf of the employees as a whole, 
or various groups of them, the dividends to be distributed as the 
beneficiaries thought best. Since, under this system, the em- 
ployees would constitute a specific financial interest, they might 
well be represented, in that capacity, on the board of directors, 
where their business would be to see that a dividend was earned 
for the interests they represented. 
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These schemes (selected to illustrate both general resem- 
blance and individual variation) are alike in this, that they 
use what we have called “ expansion-reserves ” as a means of 
diffusing ownership-rights among those engaged in a coneern, 
that they thus stimulate the creation of new capital, and that 
they base the new ownerships thus created upon a legally enforce- 
able right, not upon the mere goodwill of an employer. They 
are essentially “ ownership-sharing,” not profit-sharing. 

We have already recommended (Chapter VIII, p. 95) that 
the duty of initiating schemes of employee-shareholding should in 
certain cases be assumed by public corporations. The schemes 
illustrated represent the kind of experiment that we would wish 
to see undertaken. 


7. Popular Investment 

If we mean to reduce the proportion of the nation’s 
capital which is owned by the very rich, and to increase the 
proportion owned by the million, it is not enough ( 1 ) to mulct the 
rich by differential taxation of income and capital, or (2) to 
encourage the break-up of their estates by bequest, or (3) to 
ensure that the active workers in industry shall henceforth share 
with the existing owners of capital the monopoly which the 
latter have hitherto enjoyed in surplus profits reinvested in 
industry. All these methods, right and necessary as they are, 
will tend to diminish the reservoirs of wealth now available for 
investment; and we must discover new sources of supply, and 
indeed increase the supply. The small savings of the million 
must take the place of the unspent super-abunclance of the 0.28 
per cent, of property owners who now own 38.5 per cent, of the 
nation’s capital. 


Present Volume of Popular Saz'ings 

Is this possible? There are good reasons for supposing 
that it is. The success of the Savings Certificates, in spite of a 
period of bad trade, shows how readily investment is undertaken 
when the procedure is made ea.sy. By 1926 £376,000,000 had 
been thus invested, and the accrued intewest amounted to about 
£100,000,000. This growth was not made at the expense of 
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other forms of popular saving. In view of the low rate 
of interest allowed, it is significant that Post Office Savings 
Bank deposits rose from £169,000,000 in 1910 to £285,000,000 
in 1926. Deposits in Trustee Savings Banks in 1926 
amounted to £83,000,000, and the two types of Savings 
Banks held £215,000,000 of Government securities for the 
credit of depositons. The Co-operative Societies increa.sed 
their membership from 3.000.000 in 1912 to 4,600,000 in 
1924, and their capital — all subscribed by their members — frqm 
£42,000,000 in 1912 to £99,000,000 in 1924. The Friejidly and 
Benevolent Societies increased their funds from £49,000,000 in 
1910 to nearly £80,000,000 in 1923, while the Collecting Friendly 
Societies rose in the same period from £9,000,000 to £25,000,000, 
and the Industrial and Provident Societies doubled their member- 
ship, and increased their assets from £67,000,000 to £202,000,000. 
The Building Societies increased their membership from 600,000 
in 1911 to 1,130,000 in 1925, their share capital from £44,000,000 
to £128,000,000, and their advances on mortgage from under 
£9,000,000 to nearly £50,000,000. 

All this shows that the habit of saving is growing, not 
dwindling, ancl that favourable opportunities for investment are 
used. As yet this development of popular saving does not seem much 
to have affected industry. But the experience of the l^ancashire 
cotton industry shows that wherever the machinery of industrial 
investment is made easy to work, widespread poiktlar use of it 
follows. An inve.stigation, the results of which were ptiblished 
by the Economist in December 1926, suggests, indeed, that the 
small investor has begun to buy certain classes of indu.strial 
shares. This investigation showed, not merely that the average 
holding in big industrial concerns is small — that is due to the fact 

that the investor has learnt to spread his risks very widely ^but 

that in an important group of big concerns (such as Brunner 
Mond s, Courtauld s, and the Cunard Co.) more than one-third 
of the holdings were of less than £100. 

Difficulties of the Small Investor 

The advance in small investment would be more rapid, beyond 
a doubt, but for the dcifficulties which stand in the way of the 
small investor. It is so important to stimulate small investments 
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SO that they may supply the deficiency in large investments, that 
every means should be taken to overcome these obstacles. What 
are they ? 

(i) Nothing encourages saving more than the possession 
of a banking account. Until recently British banks despised 
small accounts. They have changed their attitude, but the 
small account is severely discouraged by the 2 d. duty on 
chccpics, which is the most short-sighted of taxes. If this 
duty were abolished or greatly reduced the convenient habit 
of paying w’ages by cheque would rapidly spread, and there 
w'ould be a great and desirable increase in the number of 
banking accounts. The recent attempt of the Midland 
Bank to issue unstamped quasi-cheques for sums of 
less than £2, and the warmth whlh which it was 
welcomed, are significant. But more than this is needed. 
The duty on che(jucs, if it cannot be abolished, should be 
cut dowm to Id., at least on cheques for small sums. The 
total yield of this duty in 1925-6 was £3,422,000. 

(ii) The machinery of investment is too mysterious for 
the small investor. If he has a few pounds to invest, he does 
not think of going to a stockbroker. He therefore lacks 
.sound guidance in the choice of his investments; and he 
cither has to fall back upon modes of investment which 
yield him a very poor return, or become the easy prey of 
sharks and bucket-shops. 

(iii) The man with a bank account can often pay for his 
investments by instalments. The weekly wage-earner, who 
seldom has a bank account, and probably would not get 
advances for such a purpose if he had, cannot purchase shares 
by instalments. He needs facilities of this kind. The 
astounding recent development of small investment in 
America is mainly due to the application of the instalment 
system in this field, to which it is peculiarly appropriate, and 
in which it is easily safeguarded. 

(iv) The small investor is at a disadvantage as compared 
with the large investor, not only in his inability to get good 
advice, but still more in the difficulty of distributing his 
risks wisely when he has only a smalj capital to invest. A 
man with £r 0,000 will often distribute it over 100 concerns, 
under the best advice,, so as to get security against serious 
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loss, an average good return, and some chance of capital 
appreciation. The small man has usually to be content with 
security and a small return with no chance of capital appre- 
ciation. 

8. Means of Encouraging Industrial Investment 

How can the small investor’s difficulties be overcortie? 
So far as })OSsible protection should be given to liis savings, dnd 
lie should be guarded against exploitation. There are dangers ^n 
each of the methods which we set forth below, and it seeihs 
necessary that some supervision or regulation should be exercised. 

i. Employee Share Purchase 

There has been an immense development in America, especially 
since 1923, of systematic sales of stock to employees, under care- 
fully drawn jilans which offer .substantial advantages to 
employee-purchasers. Almost invariably the stock is paid for by 
instalments deducted from wages at an agreed rate. The employee 
is often given at par stocks which are quoted at a premium, and 
in some cases a special bonus is paid to the employee shareholder 
so long as he holds his .share. It is estimated that the value 
of the shares inirchased by emjiloyees under these schemes 
amounts to considerably over $700,000,000. The system is 
beginning to be extended to this country : Hazell, Watson & Viney, 
Ld., have long had a scheme, which is linked up with their 
profit-sharing scheme, and the L.M.S. Railway is also trying 
an experiment. But the system of purchase of shares by in- 
stalments — which is valuable because of the stimulus it gives to 
saving — has not yet taken root in Great Britain. 

This method has some marked advantages. It encourages 
almost automatic saving. It gives real advantages to the 
employee as compared with the outside investor. It provides 
him, as a rule, ivith a marketable security which he can realise 
if need be. But it also has dangers. There is a danger that the 
employee who does not purchase may find himself at a disadvan- 
tage. Again, it is generally undesirable that the employee’s per- 
sonal savings should ‘be in the concern which employs him, for 
if things go wrong he will lose his savings and his wages at the 
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same time. This danger is not serious when the shares purchased 
are preferential securities in concerns of good standing. 

Subject to proper safeguards, we see no reason why this 
method of diffusing ownership should not be encouraged in 
this country : there is much that is attractive in the close associa- 
tion of saving and investment with work and wages, and the 
machinery is simple and easily worked. But we suggest that no 
organised scheme for the sale of stock to employees should be 
lawful unless it had been approved by the Ministry of Industry 
(see p. 220), whose business it would be to ensure (i) that the 
class of stock projiosed to be sold was suitable for the purpose, 
(2) that no illegitimate pressure was brought to bear upon the 
employees, and (3) that the terms of purchase (or of cancella- 
tion when purchase was uncompleted) were fairly adjusted. For 
a scheme thus authorised, we suggest that a company might be 
authorised to deal in its own stock. 

ii. Customer Share-Purchase 

During the last few years America has adopted the method 
of direct sale of stock to customers even more widely than that 
of sale to employees. This method is mainly used by the public 
utility companies — telephone and telegraph, light and power, 
tramways, etc. The relations between such concerns and their 
customers arc so close that it is easy to organise direct sales of 
stock, thus cutting out the complexities of the stock-market. 
In some cases a commission is given to employees on sales of 
stock of this character. The purchasers under this head are 
drawn from every class, and they mostly acquire only one or two 
shares at a time. Small investments of this type have expanded 
in America at a very remarkable rate — far more rapidly than 
employee share-i)urchases. 

There is much to be said in favour of this method of raising 
funds for the public utilities, whose preferential securities are 
often very suitable for the small investor. Thus new sources of 
capital supply are tapped and thrift encouraged. But, as in the case 
of sales to employees, safeguards are necessary. We think that 
public utility concerns should be empowered to sell their shares 
direct to their customers only when the Board of Trade has 
approved the conditions of the proposed sale. 
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Hi. Sale of Government Securities 

We have elsewhere recommended (p. iii) that a Board of 
National Investment should be established in the Treasury, to 
administer all the capital funds which are available for purposes 
of national development. The extent of these funds will depend 
largely upon the volume of savings which the nation can be 
stimulated to supply. Already something is done, through |the 
Post Office Savings Bank, to facilitate the purchase of Govern- 
ment securities by the small investor; and the National Savings 
Certificates scheme has provided another avenue. We belieVe 
that much more can be done in this direction ; and we recommend 
that the Board of National Investment should devise means foir 
facilitating the continuous, direct sale of National Bonds of low 
denomination, through the Banks and the Post Offices. The 
remarkable American “ drive ” for the sale of Liberty Bonds 
during the War afifords a model which is capable of adaptation. 

iv. Investment Corporations 

The best form of investment for the small investor is in a 
soundly managed investment trust, which enables him to dis- 
tribute the risks on his small savings over a wide variety of con- 
cerns, so as to get a better return than in trustee securities or 
savings banks. He may also hope for some capital appreciation, 
owing to the wise buying and selling of securities by the directors. 
In short, through an investment trust the small investor is to 
some extent put on a level with the big investor. There has for 
these reasons been a rapid growth of investment trust companies 
in recent years. But these companies are for the most part as 
inaccessible to the very small investor as other companies — ^lie 
does not know how to buy their shares, which are sometimes 
issued in denominations too large for his convenience. Moreover, 
the very rapidity of their growth suggests the need for 
regulation. 

We recommend that a new type of popular investment cor- 
poration should be authorised by law, of a type suitable for the 
most modest investor, and under special safeguards. These cor- 
porations should be etnpowered to finance share-purchases for 
their members, accepting payments by instalments and charging 
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at the lowest possible rate for the accommodation thus afforded. 
In the case of these corporations, income-tax should not be de- 
ducted at the source, their investors being presumably below the 
exemption limit in many cases, and covered by the allowances 
in others. In order to ensure, so far as possible, that they were 
of this character, the amount of stock capable of being held by 
an individual should be limited. Popular investment corpora- 
tions should be authorised to open branches, by agreement with 
employers, in factories or other places of business, to form invest- 
ment clubs like the Savings Associations, and to receive subscrip- 
tions through Savings Banks and in other ways. No popular 
investment corporation should be allowed to start business with a 
smaller capital than (say) £50,000 or to issue capital beyond a 
maximum of (say) £5.000,000. The character of their invest- 
ments should be defined with some particularity: it might be 
provided, for examjile, that one-third of their capital should be 
invested in Government stocks, one-third in debenture or prefer- 
ence securities of a high class, and the rest at the discretion of 
the directors. Every investment corporation of this type should 
be subject to license by the Board of Trade, and should be subject 
to a public audit. We submit that the development of a series 
of institutions of this type, under proper regulations, would have 
an immediate effect in stimulating saving and investment on a 
large scale. 

The objection may be raised that by framing regulations of 
this kind, and consequently giving a special cachet to concerns 
which conformed with them, the State would be regarded as 
having guaranteed them, and would therefore be held responsible 
if anything went wrong. Some of us think that this objection is 
valid ; the majority hold that it has little weight, and that it ought 
not in any case to stand in the way of the proper regulation of a 
movement which is already assuming large proportions and which 
may have great social value. The State already regulates Banks, 
Insurance Companies, and Friendly Societies; if anything went 
wrong with any of these institutions, nobody would dream of 
holding the State responsible. But up to the present they have 
• very seldom gone wrong, because the regulations are wisely con- 
ceived. We think it right that the small investor should be 
given the opportunity of distributing lijs risks which a sound 
investment trust affords, and that he .should be safeguarded by a 
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proper system of regulation. Unregulated, the popular invest- 
ment trust may offer many dangers, and a rapid expansion of 
the system might lead to results which would give a serious set- 
back to popular saving. Rightly regulated, it should be an in- 
valuable means of stimulating the flow of small savings both into 
national development and into general industrial activities. 

9. Conclusions 

Our conclusions, then, are: \ 

(i) That the existing distribution of ownership is socially 
undesirable. 

(ii) That it has been and can still be considerably in- 
fluenced by progressive taxation and by bold handling of 
inheritance, but that care must be exercised in further de- 
veloping these methods so as to avoid unduly reducing 
savings or encouraging evasion. 

(iii) That rights of ownership .should be given, whenever 
possible, to those actively engaged in industry ; and that the 
duty of stimulating this change should be imposed upon the 
proposed Council of Industry. 

(iv) That a very great expansion of popular saving and 
investment is necessary in the national interest; that this 
involves a wider diffusion of the banking habit and the 
encouragement of popular investment : 

(a) by empIoyee-share-purcha.se under proper safe- 
guards ; 

(b) by customer-share-purchase in public utilities; 

(c) by the encouragement of investment trusts. 

(v) That all these developments need to be supervised 
and regulated for the protection of the investor; and that 
this duty should be imposed upon the Board of Trade or 
the propo.sed Ministry of Industry. The.se departments, in 
putting forward constructive proposals, should seek to secure 
the fullest co-operation of the Board of National Investment. 

If all the methods which we have discussed in this chapter 
are systematically pursued, there seems to be no reason why a , 
very substantial annual investment of new capital should not 
be anticipated. The investors would be drawn, of course, not 
only from among weekly wage-earners, but from among shop- 
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keepers, clerks, teachers, small professional men, and others, all 
of whom need encouragement to save and help in making the 
best use of their savings. In strengthening their own position 
they will also be* strengthening the position of the nation, and 
helping to make possible the forward movement which we have 
advocated in this book. The result of an intelligent system for 
encouraging and helping the small investor, added to the results 
of a policy of distributing a reasonable share of industry-created 
capital among the workers, should be a steady and even rapid 
change in the distribution of ownership, and a real advance 
towards that goal of Liberalism in which everybody will be a 
capitalist, and everybody a worker, as everybody is a citizen. 
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ARGUMENT OF BOOK 4 

Unemployment due to normal trade fluctuations can best he 
dealt with by a calculated reijulation of credit and timing of 
public expenditure. But special measures are required for the 
exceptional unemployment of the post-war period and the Un- 
employment Insurance system should be relieved of uninsurable 
risks. In this way the present insurance scheme could be fairly 
revised and its conditions with regard to alternative employment 
reconsidered. 

A vigorous policy of national recon.druction and development, 
directed by a Committee of National Development, woidd in- 
crease Britain’s capital resources "while serving to reduce un- 
employment. Advantage should be taken of the opportunity 
presented by unemployment to carry through a long-range pro- 
gramme of road construction, hou.nng, and slum clearance. This 
national programme shoidd be financed by organised savings 
through the Board of National Investment, by the restoration of 
the Road Fund to its legitimate purpo.’;e, by a betterment tax 
and a tax on improved site-7>alues, supplemented if necessary by 
a Road Reconstruction Loan raised on the revenues of the Rood 
Fund. Slum clearance should be an organic part of a scheme 
for securing a healthier distribution of the population, through 
the improvement of transport and the cstablhhment of garden 
cities. Electrical development and the improvement of docks, 
harbours, and canals should also be regarded as part of a con- 
tinuous and comprehensive plan. 

Agriculture must be revived by security of tenure, the pro- 
vision of credit facilities by the financing of organisations for 
agricultural credit, and by the improvement of marketing by 
organised distribution under a Central Marketing Authority, 
hand reclamation, drainage, and afforestation should play a dual 
part in adding to the national resources and relieving unemploy- 
ment, while rural industries should be systematically developed. 

The mining industry must be reorganised. Nationalisation 
is open to practical objections; but the State should co-operate 
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with miners and ozvners in reorganising the industry. The State 
should acquire the mining royalties and give a national Coal Com- 
mission power to promote the development of new mines in re- 
placement of those that are obsolete, and to facilitate desirable 
amalgamations by utilising the landlord’s power of leasing all 
mining properties. Open consultation in the industry should be 
secured by the establishment of Pit Committees, District Boards) 
and a National Mining Council. Distribution and marketing 
should be improved by the development of selling agencies and 
the .zale of coal by local authorities. Research and the more 
complete and economic utilisation of coal should be stimulate^. 
The surplus of labour in the industry should be reduced by the 
limitation of recruitment, the facilitation of tran.ffer to other 
industries, ami the pemnoning of older mine-zvorkers. 

Imperial development is of importance to British industry, 
since Empire markets account for approximately one-third of 
Britain's ozicrscas trade. But it docs not follow that Imperial 
policy necessitates a .system of Preference, the objections to zvhich 
arc insuperable. Imperial development must be forzvarded by 
other means: in the case of the Dominions> by improved communi- 
cations, organised assistance to emigrants substantially aided by 
the Dominions themselves, and the wise direction of capital for 
ovcKscas development ; in the case of India, by political security, 
practical education, and a system of popidar banking; in the case 
of the Crown Colonics, by the facilitation of loans, the prosecu- 
tion of social and economic research, the effective training of ad- 
ministrators, and a liberal native policy. 

The inter-related problems of education and juvenile employ- 
ment must be treated os one. Hours of work of all juveniles 
should be definitely limited, and related to continued education 
and technical training. An increase in the number of secondary- 
.zchool places in all areas is imperative. Local Education 
Authorities should be required to give all young persons an 
effective choice betzveen whole-time education up to fifteen and 
part-time day continuation schooling up to sixteen years of age. 
as the ne.rt .<;tep in educational advance. Training should be pro- 
vided for all juveniles unemployed up to the age of eighteen., anti 
the placing and advising of young workers shoidd he in the 
hands of the Local Education Authorities, advized for this pur- 
pose by the Ministry of Labour. 
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CHAPTER XX 

THE PROBLEM OF UNEMPLOYMENT 

1. A Symptom of Economic Disease 

U NEMPLOYMENT is the gravest of the social maladies 
of the day — a disease incalculably harmful ic itself, and 
symptomatic not only of the deep-seated malaise from 
which British industry is suffering, but of fundamental defects 
in our economic organisation. Its economic and its social con- 
sequences are alike deplorable. Its economic effects include the 
handicap which the necessity of providing for the unemployed 
im])oscs upon industry; the slackening of effort on the part of 
wage-earners due to the belief that — whatever economists may 
say — there is only a limited amount of work, and to go workless 
is to go hungry; and the contraction of the demand for goods 
in the home market which inevitably follows a shrinkage of 
wage-earners’ incomes. Not less serious are the social conse- 
(juences of unemployment and of the fear of its occurrence. The 
possibility of falling out of work is a standing threat to the 
security of domestic life, and is largely responsible for the friction 
which exists between capital and labour in so many of our in- 
dustries. And the effects of unemployment itself, when it occurs 
on the scale to which we have become accustomed, can only be 
compared with the ravages of war and of disease. Both the 
physique and the moral of the nation’s manhood and womanhood 
will deteriorate, rapidly and often irreparably, to an extent which 
cannot be measured in terms of money, but which constitutes an 
element of social waste, the magnitude of which is not less ap- 

|xilling than the complacency with which it is tolerated. 

• 

Unemployment before the^War 

Unemployment is not, indeed, a new problem. It has been 
a recurrent feature of our economic organisation since the Indus- 
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trial Revolution. It seems to be a price which we have had to 
pay for the great material developments that have taken place 
under the system of private enterprise, bank-credit, and the 
specialisation of labour. Whether it was an inevitable price was 
exercising the thought of statesmen and economists to an in- 
creasing extent in the decade immediately preceding the War. 
The labours of the Poor Law Commission of 1905-9 \yere 
largely concerned with an examination of the problem, whije a 
prominent place in the legislation of the day must be accorl^ed 
to two remedial measures carried out by successive Liberal 
Governments, the Labour Exchanges Act of 1909 and the 
National Insurance Act of 1911, Part II of which put Unem- 
ployment Insurance experimentally into force. This legislation 
is itself some evidence of the gravity of the pre-war problem. 
On the other hand, it is true, as we shall show, that the unem- 
ployment problem since the War has changed somewhat in 
character; new and disturbing elements have entered into it, 
which must be considered in relation to, but separately from, 
those elements of which it has always been composed. 

Unemployment Abroad 

The presence of a post-war unemployment problem unpre- 
cedented in extent has not been confined to this country alone. 
No mere unemployment statistics — even if they existed — could 
give in cold print any real measure of the human suffering 
involved in the economic upheaval in Russia. But leaving this 
extreme case out of account, the records show that at times 
the percentage of unemployment in various countries has been 
even higher than in this country. Thus in Germany the pro- 
portion of wage-earners known to be unemployed has exceeded 
20 per cent., and on more occasions than one over 2,000,000 
persons have been known to be seeking work. For the United 
States of America no comprehensive statistics exist, but it was 
estimated that during the crisis of 1921 over 5,000,000 workers 
were unemployed in that country. Over 32 per cent, of registered 
workers were unemployed in Denmark at the end of 1926, anti 
almost as high a proportion in Norway. None of these figures 
is strictly comparablcowith ours, but they serve to indicate how 
acutely some other communities have suffered under the stress 
of post-war industrial dislocation. 
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Such figures have been the natural corollary of the dislocation 
and loss of markets, the collapse of credit, the social upheavals, 
the monetary chaos, the loss of capital, the foolish and extreme 
measures of protection with which many nations, from a mis- 
taken sense of their national interests, obstructed international 
trade, and many other consequences of the War which have 
affected many nations in varying degree. 

But the disturbing feature of the British situation is that in 
spite of comparative immunity from actual physical destruction 
during the War or from the worst forms of monetary collapse 
or social upheaval after it, our unemployment figure has remained 
at a high level for so many years. It is true that the great 
share which we have in the world’s international trade and 
commerce renders us peculiarly vulnerable to disturbances in 
other countries, and an unending series of troubles, some at 
home, some abroad, has seemed to nip in the bud every promising 
revival. At the same time, the persistence of high unemploy- 
ment cannot be di.smissed as the result merely of a series of con- 
secutive misfortunes. The account already given of the state 
of British industry shows that deep-seated causes are also at 
work. 

Whereas in the countries mentioned, as in most other indus- 
trial countries, periods of good and bad employment have alternated 
one with another much as they did before the War, in this 
country we have had, for a period now' extending over seven 
years, an abnormal degree of unemployment to contend with. 
Never, since the spring of 1921, when the rapid industrial slump 
which followed the price-boom of 1919-20 culminated in a 
stoppage of work in the mining industry, has the number of 
wage-earners known to be seeking work fallen substantially below 
the level of a million, ^^ear in and year out British industry and 
trade have had to carry this unprecedented burden. It is the 
seeming impossibility of discovering any short way out of this 
economic impasse that gives a distinctive character to the problem 
now before us. 

. 2 . Extent and Course of Unemployment 

Facing the following page two charts ar» given showing (a) 
the annual fluctuations of employment among members of certain 
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Trade Unions since 1850; (b) the monthly fluctuations of unem- 
ployment among trade unionists since 1900 and among insured 
workpeople since 1921. The charts clearly bring out the fol- 
lowing points : 

First, that there was a marked and fairly regular swing in 
employment before the War, corresponding to the ups and downs 
of trade; secondly, the pre-war fluctuations were comparatively 
small compared with the great post-war movement ; thirdly, .that 
since the first recovery from the post-war crisis the level ■ has 
remained far above the pre-war level — indeed almost at \ the 
worst fig^ires reached during pre-war depressions; fourthly, ihat 
the level has remained high far longer than in any prc-War 
period of bad trade ; and finally, that, as in pre-war days, the effect 
of industrial stoppages and other violent distortions of the curve 
do not affect permanently the normal trend, which appears to 
resume a normal movement after the crisis is over. 

The figures of the last few years are not at all satisfactory. 
The recovery was clearly checked in 1923 before employment 
had become normal in Great Britain. From the middle of 1924 
to the middle of 1925 in fact we actually lo.st ground again, due 
to a number of causes, including a general recession in inter- 
national trade, the cessation of the special stimulus to British 
industry of the Ruhr occupation, and the prospects and effects 
of the British return to gold in April 1925. In June 1925 the 
numbers unemployed were some 250,000 more than a year pre- 
viously. It was only in April 1926 that the number first fell 
below the million level, and to-day (December 1927), after 
having during one or two weeks been just below a million, the 
total is now slightly above that figure. Therefore, after three 
years we are substantially where we were so far as numbers of 
unemployed are concerned. From the point of view of employ- 
ment we are rather better, because we have been able at any 
rate to absorb the numbers of young persons becoming available 
for employment during that period. As far as percentages are 
concerned, therefore, the figures of 8.7 per cent, for May 1927 
(being calculated on a larger total of insured persons) is the 
lowest recorded since the slump of 1921, the previous lowest 
figures being 9.1 per cent, in April 1926. and 9.4 per cent, in 
June 1924. Subse(»;uent figures show an increase to 10 per cent. 

It should be added here that the Unemployment Insurance 
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statistics published by the Ministry of Labour do not give the 
full total of unemployed, as they exclude unemployed persons 
belonging to several classes, e.g. a certain number of able-bodied 
persons in receipt of out-relief from the guardians; clerks and 
other middle-class workers over the £25o-income limit ; men not 
on the permanent strength of railway companies; and persons 
engaged in agriculture, domestic service, and other trades outside 
the scope of the Unemployment Insurance Acts. It is not 
2)0ssible to estimate, even roughly, the number of unemployed 
persons who do not figure in the official returns, although we 
know that many thousands have been transferred to the care 
of the guardians through the tightening up of the conditions for 
the receipt of unemployment benefit. 


3. The Classification of Unemployment 

With these charts in front of us we are in a position to analyse 
our problem with reference to its causes. The number of men 
and women who are seeking work and who cannot obtain it has 
never, in recent years — save for a brief period during the War 
— fallen even in times of good trade below 200,000, and in pre- 
war times when trade was neither particularly good nor particu- 
larly bad was in the neighbourhood of 500,000. In the last seven 
years it has never, except for one short period of six weeks, fallen 
below the level of 1,000,000. To what causes is the existence of 
this army of workers for whom work cannot be found — in a 
community which is far from oversupplied with the necessities 
and amenities of life — ^to be attributed? 

There would seem to be five main types of unemployment: 

( 1 ) Normal periodical unemployment, such as occurred 
before the War, due to cyclical fluctuations of trade. 

(2) Seasonal unemployment. 

(3) Unemployment incidental to industrial change and 
growth. 

(4) Unemployability. 

• (5) Abnormal unemployment resulting from war and 
post-war conditions and centred primarily in the export 
trades. 

All of these types have to be taken fully into account, and 
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particular attention at the present time has to be directed to the 
fifth. 


Periodical Unemployment 

As regards the first four of these categories, we are on 
familiar ground, and have nothing novel or decisive to suggest. 
With the trade cycle and its possible mitigation by the regulation 
of credit we deal further in Chapter XXVIII. Two points'only 
need be made here. The first is that whatever the relative import- 
ance of the cau.ses of cyclical changes may be — and on this th^e is 
room for great difference of opinion — it is agreed that Ifttle 
can be done to mitigate the violence of these movements, either 
by conscious action in the sphere of monetary policy, or by 
moderating the psychological influences that may be at work, 
unless we have a much more complete knowledge of production, 
trade, stocks, and other essential economic information. 

The second point is that if fluctuations cannot themselves be 
eliminated altogether, their effects can to some extent be counter- 
acted by the action of the State and local authorities in adjusting 
their expenditure and concentrating it in tho.sc ])eriods when 
private orders are slack. This proposal, which dates from pre- 
war days, and has ample support from many quarters but has 
never seriously been i)ut into practice, is the counterpart on a 
small scale of the more comprehensive programme which we set 
out in the next chapter. 

Seasonal and Incidental Unemployment 

Secondly, there is always some unemployment arising out of 
the temporary maladjustment of industry. This group of causes 
covers a number of separate phenomena which may here be briefly 
summarised : 

(a) Certain industries are wholly seasonal in character, 
and most industries exhibit some seasonal variation, corre- 
sponding either to fluctuations in the supply of their raw 
materials, or to the special character of the demand for their 
products, or to necessary adjustments to the conditions und?r 
which they are carried on. 

(&) A certain* number of industries again are dependent, 
as things stand, upon the existence of a reserve of labour 

272 




THE PROBLEM OF UNEMPLOYMENT 


upon which they can draw in times of stress. Of these 
casual labour industries the lading and unlading of ships 
affords the most conspicuous example. It goes without say- 
ing that the co-operation of all concerned in the decasualisa- 
tion of unskilled labour at the docks and elsewhere is, as it 
has long been, an urgent need. 

(c) A third factor is the ebb and flow of demand for 
finished goods in accordance with changing tastes and 
fashions. Employment in Nottingham, for example, de- 
])ends largely upon the maintenance of a demand for lace; 
Northampton enjoyed a temporary burst of prosperity two 
years ago when there was a sudden widespread demand for 
Russian boots. 

(d) Finally, there are always changes of a more deep- 
seated character going forward in the organisation of in- 
dustry itself. The introduction of labour-saving machinery 
may at one blow deprive whole classes of workers of 
their means of livelihood; changes may take place in the 
location of an industry which, while they ease the problem 
of employment in some areas, create a new problem in 
others. 

All these causes are in greater or less degree continually 
present. They must be considered as an element — but as no 
more serious an element than they were before the War — in the 
f)resent situation. 

The most that can be done towards the solution of these 
problems is to reduce them to the smallest practicable proportions 
by greater foresight and more intelligent planning on the part of 
employers and business men; and secondly, to provide against 
their harmful effects by adequate provision of Unemployment 
Insurance benefits for those individuals who, through no fault 
of their own and in the interests of the community, are con- 
demned to involuntary unemployment as the price of progress. 

The Unemployable 

Unem])loyability is not an unemployment problem, though it 
erf coprse verges upon it. Unemployment is the failure to obtain 
work by a worker ^ble and willing to work. Unemployability 
is the condition of a worker who is not able pr not willing to work. 
The treatment will depend upon the cause of the unemployability; 
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that is to say, whether it arises out of sickness, invalidity, old 
age, lack of training or education or character. The 
first serious attempt (outside the Poor Law) to deal with these 
questions was made by Liberal Governments before the War. 
They are to be found in the establishment and development of 
old-age pensions, sickness and invalidity insurance, and in pro- 
vision for the training and direction of juvenile labour. Since 
that time they have been extended and developed, and whilst at 
the present time they are by no means complete, yet they repre- 
sent a very great advance on the position of twenty yearslago. 


Abnormal Unemployment 

'['here remains the question of abnormal unemployment, 
the causes of which have already been dealt with in Book i. The 
special facts upon which emphasis must be laid are, firstly, that 
the incidence of post-war unemployment has been mainly upon 
certain industries and certain areas, with the effect of intensifying 
the burden of high rates in just those areas which can least afford 
to bear it; secondly, that a high proportion of the abnormal unem- 
ployment now in evidence is in one industry — coal ; and thirdly, 
that an abnormal proportion of young men are found in the ranks 
of the unemployed. 

In July of the present year approximately 1,000,000 insured 
wage-earners were out of employment. Of these approximately 
half the total were to be found in some half-dozen industries; 
and of these again approximately half were in the mining industry. 
The other industries showing a high degree of unemployment 
were: engineering, shipbuilding (with ship-repairing), transport 
services (canals, docks, harbours, etc.), and iron and steel. To 
these should be added cotton, in which industry, as far as per- 
centage figures go, unemployment does not appear to be high, but 
in which organised short time is being worked on a considerable 
scale. 

In all these industries the position, since the slump of 1920-21, 
has been one of relative stagnation. The particular circum- 
stances of each industry have already been dealt with in some 
detail in Book i of our Report. The measures which it is sug- 
gested should be taken to counteract these influences are pre- 
sented, not in this chapter, but in our Report taken as a whole. 
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4. Relief of Unemployment 

The proper way of dealing with unemployment is, as in the 
case of any other disease, to remove its causes, and we endeavour 
in the following" pages to outline the measures which, in our 
opinion, should be undertaken to achieve this purpose. At the 
same time it is also the function of the doctor to relieve pain. 
The Liberal Government were the first to take measures for 
alleviating the distress arising from unemployment. They laid 
the foundations of the present system of Unemployment Insur- 
ance in 1911, when an experimental scheme, limited to certain 
.selected trades and covering about 2 ^ million workpeople, was 
introduced and formed part of the great National Insurance Act. 
During the War the scheme was extended to cover a further 
1 1 million persons engaged in munition and allied trades. The 
general extension of the scheme, however, took place in 1920, 
when nearly all manual workers and a large number of non- 
manual workers (totalling about iif million persons, almost the 
entire industrial population) came under the scope of Unemploy- 
ment Insurance. It was fortunate that this country, after the 
War, had in existence the machinery of Unemployment 
Insurance; it has, without (|uestion, enabled us to pass 
through these seven lean years without the health of the mass of 
the working population being impaired or the standard of living 
lowered. A glance at the categories of unemployment mentioned 
above, however, shows at once that this machinery has been 
strained to deal with a much bigger task than that for which it 
was designed. Unemployment Insurance was meant to cover the 
fairly easily calculable risk of recurring periods of unemployment 
due to trade depression, seasonal unemployment, or exceptional 
unemployment. The fund was never intended to support people 
permanently out of work for many years together. Moreover, 
the regulation of Unemployment Insurance was framed on the 
assumption that sooner or later workpeople would find employ- 
ment again in their previous occupations. No provision was 
made for what would happen if the occupation of large masses 
was* definitely gone for good. 

That unemployment of this character should fall on the In- 
surance Fund is not a satisfactory arrangement. The essential 
principle of insurance is that the persons insured are all subject 
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to certain common risks, more or less uniform in their incidence, 
so that there is a rough correspondence between the premiums 
which the insured must pay and the risks against which they are 
protected. So long as the principal causes of unemployment 
were temporary fluctuations in the demand for labour, seasonal, 
cyclical, etc., a general system of Unemployment Insurance with 
uniform rates of benefit and contribution was sufficiently in ac- 
cordance with this principle for practical purposes. But now 
that the relief of unemployment means, in a very large degree, 
the maintenance of a large surplus of labour, attached to a'cer- 
tain group of industries, the arrangement is far less conformable 
to the principle of insurance, and its equity and expediency are 
both open to question. It is certainly not insurance to throw the 
maintenance of the surplus of miners on the contributions of em- 
ployers and workers in the great mass of occupations where the 
risk of unemployment is probably not greater than it was in pre- 
war days. It means, in effect, maintaining the miners by a 
peculiar sort of tax, which is partly a poll-tax on insured workers 
and partly a tax on employment. 

This is not an arrangement which can be defended on its 
merits, though it is less objectionable than the only alternative 
which is available at present, namely, to fall back on outdoor 
poor-relief, financed out of local rates. Already the local rates 
in the depressed areas have to shoulder too large a part of the 
burden of relieving unemployment; and this constitutes, as we 
argue in Chapter XXXI, a most serious obstacle to the recovery 
of our hardest-hit industries. It is undesirable, in our view, to 
attempt to exclude any genuinely unemployed men from insur- 
ance benefit so long as the effect of this must be to transfer the 
burden to the rates. For this reason we regard as a most 
retrograde step the “ 30 contribution clause ” in the Government’s 
Unemployment Insurance Act (1927). 

In Chapter XXXI, however, we recommend, among other 
proposals for relieving rates, that the whole business of able- 
bodied poor-relief should be taken over by the State. When 
the relief of unemployment, outside the Insurance system, has 
thus been made a national function and a national charge, it* will 
become possible and desirable to relieve the Iftsurance system of 
a burden which it ought not to carry, and to reduce the contribu- 
tions of employers and workers to a proper actuarial basis. 
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The Unemployment Insurance system is often criticised as an 
obstacle to the free movement of labour into new channels. It 
would be a great mistake to attribute the present lack of mobility 
to this cause alone. The mobility of labour has been much more 
definitely impeded by causes altogether apart from Unemploy- 
ment Insurance, notably the widespread shortage of houses and 
the consequent difficulty experienced by a man with a family 
who wishes to change his place of residence. Nevertheless, it 
seems to be true that the system has to some extent checked that 
mobility of labour which must be secured if changes and fluctua- 
tions in industry are not to result in serious local unemployment. 

This criticism arises from the extension of the method of 
insurance to purposes which it was never intended to serve. It 
does not imply any doubt as to the rightness and efficacy of the 
method within its own sphere. It was intended to prevent destitu- 
tion resulting from normal unemployment. The principle that 
the risk of normal unemployment should be insured against stands 
unshaken. The unemployed cannot be allowed to fall into destitu- 
tion or to have no resources but the Poor I^w. To speak of 
Unemployment Benefit as “ the dole ” is to misrepresent the facts 
and to disregard the principle involved. Of the total paid in 
benefit between November 1920 and December 1926, namely, 
£291 millions, the w'orkers contributed £92 millions, and the em- 
ployers £102 millions; the State’s contribution was £69 millions; 
Service Departments provided £4 millions, and the balance (£24 
millions) w'as borrowed from the Treasury to make good the 
deficiency due to the abnormal volume of Unemployment. In our 
view, the rate of benefit at present paid to adults is not too high ; 
nor are the contributions either of employers or employed too 
low. The debt existing on the scheme, due, it must be repeated, 
to its use for purposes for which it was not designed, is, if not 
a war charge, at any rate a charge peculiar to the post-war period. 

None the less, wc recognise the necessity of adapting the 
scheme to present conditions. It has long been evident that the 
definition of “ suitable employment ” needs reconsideration, with 
view to increasing, rather than restricting, fluidity of labour 
as between different occupations and areas. 

The new German Unemployment Insurance Act provides that 
an unemployed person may refuse work ( in a situation vacant 
on account of a trade dispute, (2) under conditions less favour- 
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able than those to which he accustomed, or (3) when the work 
may endanger his physical or moral health, or prevent him from 
supplying adequately the needs of his family. For the first nine 
weeks of unemployment he may also refuse work on the grounds 
that it does not correspond to his occupational training. In 
several respects the German law is much more severe than ours, 
e.g. an unemployed person refusing to undergo a re-education 
or vocational guidance course is deprived of his allowance for 
four weeks; the receipt of their allowance by unemployed per- 
sons under twenty-one years may be made conditional' upon 
their performing some work in the public interest. 

The present position in Great Britain is different. An in- 
sured contributor eligible for “ standard ” benefit may, to all 
intents and purposes, refuse an offer of employment in occupa- 
tions other than his own, since it is unlikely that work under 
conditions comparable to those he enjoys will be available for 
him in alternative occupations.^ Claimants to “ extended ” 
benefit may, however, be asked to accept employment in other 
occupations, and in so far as the Minister of Labour has exer- 
cised, in respect of such claimants, the discretionary power which 
he possesses, mobility has been in some small degree facilitated. 

The position, which is clearly unsatisfactory, has been altered 
by the Unemployment Insurance Act, 1927, which comes into 
force in April 1928. This Act abolishes the distinction between 
“ standard ” benefit and “ extended ” benefit, and with it the 
discretionary power of the Minister to which reference has just 


1 Under the provisions of the Unemployment Insurance Act, 1920, as sub- 
sequently amended, an insured contributor who otherwise fulfils the statutory 
conditions for benefit may decline : 

(а) An offer of employment in a situation vacant in consequence of a 
stoppage of work due to a trade dispute ; or 

(б) An offer of employment [in his usual occupation] in the district 
where he was last ordinarily employed at a rate of wage lower, or on con- 
ditions less favourable, than those which he might reasonably have expected 
to obtain having regard to those which he habitually obtained in his 
usual employment [occupation] in that district, or would have obtained 
had he continued to be so employed ; or 

** (c) An offer of employment [in his usual occupation] in any other 
district at a rate of wage lower, or on conditions less favourable, thai\ those 
generally observed in that district by agreement J^etween associations of 
employers and employees, or, failing any such agreement, than those 
generally recognised iifthat district by good employers." 

(The words in square brackets were added by the Unemployment Insurance 
Act, 1927.) 
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been made. A provision has therefore been inserted in the Act 
(section 5 (2) (ii)) by which claimants to benefit may be asked 
to accept work in occupations other than their own, under ap- 
proved conditions. We recognise that some such provision is 
necessary; administered under rules which will properly safe- 
guard legitimate trade-union rights, it should go far to meet the 
difficulty to which we have drawn attention. Experience alone 
can show, however, whether the wording of the new Act is 
sufficient to secure the ends in view; its working will need 
to be carefully watched in the light of the considerations we 
have emphasised. 

It is clear that a workman should not for an indefinite time 
be entitled to refuse work merely because it is not in his usual 
occupation, h'very effort should be made to find him work in 
his own craft. If he fails within a reasonable limit of time 
and it appears that there is no early prospect of his obtaining that 
work, we think he should be required to take other work within 
his physical capacity and skill. These problems w'ould, how- 
ever, all be much easier of solution if the heavy load of ab- 
normal unemployment could be lifted, and it is to this that we 
turn our attention in the following chapters. 
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A PROGRAMME OF NATIONAL DEVELOPMENT 

\ 

I. Need for a General Programme 

T here are two important fields of action in which we 
can work for the restoration of a vigorous and healthy 
economic life. On the one hand, we must use all possible 
means to regain old markets, to open up new ones, and to 
encourage world trade on the basis of international division of 
labour; and on the other, we must endeavour to awaken in 
British industry a spirit of joint endeavour, based upon frank- 
ness and fair treatment, and of striving after efficiency that will 
keep us in the forefront of material progress. Our detailed pro- 
posals in the second of these two fields form the substance of 
the second and third Books of this Report. The energetic pursuit 
of these two policies should in the long run ensure a substantial 
improvement in the employment situation. At the same time these 
results are likely to be slow, and if we are right in our conclusion 
that we are faced at the present time with a certain amount of 
abnormal unemployment of a quasi-permanent character, then it 
is not sufficient to rely solely on the gradual improvement of pro- 
ductive efficiency. Definite and energetic steps must be taken in 
other directions to restore the balance of our national economic 
life. We need an enlightened, energetic, and statesmanlike policy 
of development and reconstruction in other fields, proceeding side 
by side with the improvement in our industrial efficiency; and in 
this and the following chapters we outline such a policy. 

Since the slump of 1921 there has been a prevailing tendency, 
occasionally interrupted but invariably resumed before tliere 
has been time for a real recovery, towards parsimony and re- 
striction. This has been the result partly of monetary deflation, 
but also of a muddle-headed confusion about the meaning of 
economy — namely, the idea that every form of avoidance of 
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expenditure, quite indifferently of whether it consists of really 
wasteful expenditure or of a capital investment in developing 
the nation’s productive resources, is alike “ economy.” The 
cumulative effects on unemplo3mient of an official policy of dis- 
couraging new capital developments can scarcely be exaggerated. 
A nation’s labour force is by far the most important part of its 
daily accruing resources, and an inability continued over several 
years to direct some lo per cent, of it or more to any useful 
purpose not only involves a disastrous impoverishment of the 
nation, but is in itself a demonstration that the machinery for 
directing the available labour into appropriate fields of enterprise 
has broken down. We cannot acquit the timid, unimaginative, 
unenterprising policy of the present Government of a major 
responsibility for damming up in the stagnant pool of unemploy- 
ment so much of the available forces of willing labour, which 
might be employed — if only the stimulus, the encouragement, the 
central direction, were there to give it the lead — to make the soil 
more fruitful, the roads more serviceable, the housing more 
sufficient, and the environment of life ampler and more decent. 

We put, therefore, in the forefront of our proposals a 
vigorous ])o]icy of national reconstruction embracing within its 
scope, inter alia, the rehabilitation of agriculture, still the largest 
of our national industries; an extensive programme of highway 
development; afforestation, reclamation, and drainage; electrifica- 
tion, slum clearance and town planning, and the development of 
canals, docks, and harbours. 

The policy which we advocate must have two sides to it — a 
programme of iiseful and remunerative developments and a 
.scheme for the provision of financial resources. In the succeed- 
ing sections of this Book we set forth the former in its broad 
outlines. Our proposals for the concentration and mobilisation, 
through a Board of National Investment, of that portion of the 
national savings which is at present dealt with piecemeal by the 
Government or by local authorities have been already set out in 
Chapter IX. Since that chapter is mainly concerned with 
ipethods and machinery, we had better state here the broad 
foundations of our conviction that we need not hold back through 
the fear of the inaclequacy of our prospective capital resources, 
and that the timidity, which inspires oppbsition to whatever is 
conceived in a spirit of hopefulness and breadth, is groundless. 
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2. Development of Capital Resources 

During the nineteenth century the normal growth of capital 
and the technical improvements in methods of production would 
have sufficed for an even greater raising of the standard of life 
than actually occurred (which was in fact unprecedented in 
rapidity and scale) if it had not been for the concurrent necessity 
of equipping and housing a prodigious growth of population and 
for the dissipation of Avcalth in wars and preparations for war. 

Before the Great War we were spending every year £10 per 
family on armaments plus £3 in interest on debt incurred as 
the result of previous wars. This is about equivalent to £20 
per family in terms of post-war money. During the War the 
British Government spent a sum of money equal to the whole pre- 
war capital of the country, including the value of land, houses, 
furniture, railways, mines, quarries, factories of all kinds, and 
trading capital.^ To-day we are paying £13! per family for our 
present armaments, £7 for war pensions, and £37 as interest on 
the cost of the War — ^a total of £57^ per family per annum 
for past or future wars. 

As regards the growth of population, we are now in a position 
to foresee that, unless there is some unlikely change in the trend 
of the existing birth and death rates, the increase in numbers in 
Great Britain by 1941 will not exceed 5 to 8 per cent, of the 
present total at the outside. 

As regards w'ar and armaments it is unhappily less possible to 
predict with confidence. But here also there is far more hope 
than there was a generation ago for pacific policies in Europe and 
the drastic reduction of armaments. If this hope is doomed to 
disappointment, we admit that our ideas may need to be revised. 
But this is only one more reason, if one were needed, for a readi- 
ness on the part of this country to lead the way in abandoning 
preparations for war. 

Meanwhile the growth of wealth is again proceeding, after 
the interval of the War, with cumulative strength. In the U.S.A. 
savings are being made at a prodigious and unprecedented rate, 
which is certainly considerably in excess of £2,000 millions •a 
year. Even in this country, despite unemployment and other 

^ Sir Josiah Stamp (British Incomes and Property, pp. 404—5) has estimated 
the capital (including all the items above named) of the U.K. in 1914 at 
^14,300,000,000. 
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handicaps, the national savings in 1924 were estimated at £500 
millions, which was about 2 per cent, of the existing national 
wealth. At this rate the national wealth will have increased by 
50 per cent. with.in twenty years from now. The supply of 
capital throughout the world is bound to benefit from these vast 
accretions. 

The same is true of the improvement in the technical methods 
of production. The 1925 Census of Manufactures for the 
United States shows that on the average of all the factories in 
the country output per head was no less than 40 per cent, greater 
than in 1919; whilst the primary horse-power employed in fac- 
tories was 22 per cent, larger than in 1919 and 60 per cent 
larger than in 1914. We see no reason why a considerable pro- 
portion of this improvement should not be realised in this country 
also. The preliminary results of our Census of Production for 
1924 seem to indicate that the net output per hour per person em- 
ployed is about 15 per cent, higher than in 1907. The calculations 
of Sir Josiah Stamp and Professor Bowley as to the amount of 
the national income lead to much the same conclusion, though the 
effects of this are obscured by the wastes of unemployment and 
short-time working of machinery, plant, and organisation. 

Accordingly we look forward to the possibility of an ample 
supply of capital and an ever-growing volume of output. Our 
problem is to translate these potentialities into fact. In the earlier 
part of this Report we have set forth some of the depressing 
facts of the recent past, and have endeavoured to indicate the 
weaknesses of our competitive position and the nature of the 
struggle which we have been conducting so far not too success- 
fully. We are justified here in exhibiting the other side of the 
shield — our opportunities, the chance we have to lift the level 
of life of the whole community, if only we can learn to use the 
powers which lie at hand, to grow, to expand, and to live. 

We should like to emphasise here not only the sufficiencies of 
our resources to enable us to meet the situation, but, on the other 
hand, the wastefulness of not meeting it. Our greatest asset 
is-the daily supply of our labour available for useful work. Our 
daily-bontinued failure to make use of the services of more 
than 1,000,000 workers (who must be maintained whether they 
are working or not) is a supreme example of national power run- 
ning to waste. This is the more deplorable when there are existing 
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conditions which constitute a drag upon the economic life of 
the nation which could be improved by the utilisation of the 
available labour. 


3. The Present an Oppoutunitv 

Unemployment means suffering and waste, and this is gener- 
ally recognised. What is, however, equally true and equally 
important, but does not seem to be recognised in any appreciable 
measure, is that a condition of unemployment provides a great 
opportunity to improve our productive resources. It is a well- 
recognised fact that it is during the depression period of business 
that the most vigorous and effective steps are taken to improve 
the efficiency of the individual business enterprise. During a 
phase of prosperity the level of efficiency is apt to fall. Machines 
run at full output and repairs are postponed. The large demand 
for labour leads to a certain relaxation of effort. Orders are 
freely obtainable and profits abundant, and management 
grows slack. In all sorts of ways wasteful and second-best 
methods are allowed to develop. A kind of fatty degeneration 
sets in. Then, under the sudden stress of depression, strong 
efforts are made to raise the whole level of the productive efficiency 
of the business. The majority of businesses succeed in doing so, 
and those which fail drop out. 

In the same way in agriculture the time for the repair and 
overhaul of the farm is not when harvest is at its height, but at 
the slack periods of the year when time and labour are available. 
It is then that the farmer surveys his land, repairs his hedges 
and his ditches, and considers where permanent improvements 
can be introduced. 

Just in the smue way the nation should recognise that a 
time like the present offers it a special opportunity to survey its 
resources and to carry out repairs, improvements, and develop- 
ments which in times of greater prosperity would not be possible 
because of absence of the necessary time and labour. We have 
a great reservoir of unemployed labour, we have the necessary 
financial resources, there are all sorts of directions in which these 
resources can be utilised in such a way as to raise the whole 
level of our nationar efficiency in its widest sense. Is it not 
the height of folly to neglect such an opportunity? 
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4. The Foreign Example 

Finally, many foreign countries have set us an example of 
what might be done in this kind of way. In a report which Sir 
Leo Chiozza Money made to us on the recent rapid developments 
in Italy, it was pointed out that the enormous strides made in 
the industrialisation of Northern Italy have been largely due 
to the schemes of electrification, which have been undertaken 
under the direct supervision of the State. Indeed, the progress 
of electrification in most of the countries of Europe has had 
direct State encouragement, e.g. in Sweden. Switzerland, and 
Austria. The French electrical system has been developed prin- 
cipally by State-aided private enterprise, the water-power stations 
of the Alps and Pyrenees being connected with the coal gener- 
ating stations of Central France to form to some extent a co- 
ordinate system. The Federal and State Governments and local 
authorities in Germany have all played an important part in an 
extensive policy of power development. The loss of coal- 
producing areas after the War has been made up by the exploita- 
tion of lignite and the unification of the electrical supply; these 
have been accomplished by the active assistance of the Federal 
Government. In most countries the State has intervened in these 
post-war years to enable industry to overcome difficulties due to 
a very abnormal state of affairs. German industry has been re- 
organised with direct State assistance. Closer association has 
been maintained between the State and industry by the former 
actively participating in certain industries through holding large 
blocks of shares in important concerns, by direct subventions 
to large manufacturing firms, by special tariffs for railway 
transport, by the guarantee of export credits to the chief in- 
dustries, and by increasing participation in the control of public 
activities. French post-war economic policy has aimed at secur- 
ing the maximum national production in every branch of industry 
capable of developmertt on P'rench soil or in the French colonies. 
The State has directly supported the reconstruction and re- 
equipment of factories, mines, transport, and power stations in 
the dcfvastated areas. The outcome of this policy has been the 
creation of a new manufacturing complex, equipped with the 
most modern appliances and resulting in a remarkable expansion 
of output. The French Government has also supported the efforts 
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of industrialists to establish themselves in strategical centres in 
Europe, carried out elaborate railway electrification schemes, and 
reduced railway charges, financed forei^ powers, and directly 
advanced the interest of French industrialists abroad. In Eng- 
land alone we have confined ourselves to the modest efforts of 
the Trade Facilities Acts and export credits to enable industry 
to keep on its leg.s. 

t;. A Committee of National Development 

It will be obvious that the programme of national develop- 
ment outlined in this chapter covers a wider field than the 
activities of any one Government Department. It involves co- 
ordinated action by the Ministry of Agriculture, the Ministry 
of Labour, the Ministry of Transport, the Mines Department 
of the Board of Trade, the Central Electricity Board, the Forestry 
Commissioners, the Development Commissioners, and the Rural 
Industries Bureau, and necessitates the sympathetic and active 
assistance of the Treasury. We propose, therefore, that the 
direction of National Development should be placed in the hands 
of a Committee of the Privy Council, which might be called 
the Committee of National Development. This Committee would 
be directly responsible to the Prime Minister. Its duty would be 
to formulate a consistent and comprehensive policy for the de- 
velopment of national resources, and to co-ordinate the work of 
the Departments on which the executive duties would fall. It 
is obviously desirable that this Committee of National Develop- 
ment should take over the woi'k now being performed by the De- 
velopment Commission, whose work must, it is now evident, be 
backed by larger resources and carried through with the utmost 
energy on the greater scale envisaged in this book. 
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CHAPTER XXII 
ROADS AND HOUSING 

T he extension and improvement of our road system must 
stand in the forefront of any present-day policy of National 
Development. The petrol-engine is to this century what 
the steam-engine was to the last. But steam contributed to the 
undue concentration of population in the towns, whereas petrol 
creates possibilities, only now beginning to be recognised, of 
spreading the population more evenly over the land. 

The progress of civilisation has always been dependent in large 
measure on transport. Roads were the arteries of the Roman 
system. The growth of inland and overland trading of the 
Middle Ages was made possible by the growth of roads. The 
large-scale manufacture which followed the Industrial Revolution 
only became possible when Mac Adam and Telford gave us roads, 
Brindley canals, and Stephenson railways. Transport is more 
than ever essential to the modern industrial community. With- 
out adequate transport facilities modern large-scale production 
and trading must be strangled. Per contra, really adequate trans- 
port facilities must give it a definite and important stimulus. 

I. The Growth of Road Transport 

What will be the respective importance of rail, road, and air 
transport in the future we need not stay to discuss. The rapid 
increase in the number of motor vehicles in the last few years 
indicates how heavy is the demand now being made on existing 
roads. In 1919-20 ive had in this country 550,000 motor 
vehicles, and in 1925-6 1,651,000, an increase of 200 per cent, 
in six years. Nor can we count on any important slackening of 
this rate of increase for some time to come. Only road strangu- 
lation can falsify Lofd Montagu of Beaulieu’s prophecy that in a 
few years’ time the present total will have doubled. If, indeed, 
the rate of growth experienced through our greatest period of 
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trade depression should continue, we should have over 3,000,000 
motor vehicles by 1930-31, or nearly twenty vehicles per mile 
of road. We have at present one motor vehicle to every twenty- 
six persons as compared with one to six in the U.S.A. and 
one to eleven in Canada. It is not necessary to assume that in 
this country we shall attain the motor density of the United 
States. It is reasonable, however, to suggest that we are yet 
very far from saturation point. 

Moreover, the mere increase in numbers of vehicles is no 
adequate index of the demand upon our road facilities. The 
increase in numbers of persons and in weight of goods transported 
is much greater, as is also the increase in mileage per vehicle. 
A recent Traffic Census showed that the weight of traffic on 
all Liverpool roads had increased tenfold in ten years, and on 
some of the roads twenty-fold. On the Carlisle-Edinburgh 
main road traffic increased from 1,979 tons per day in 1922 to 
4,392 tons per day in 1925. On the London-Worthing road 
the increase in the same period was from 2,278 tons to 5,213. 

To sliovv the increase over a longer period, traffic on the 
Gloucester-Bristol road was 1,891 tons per week in June 1913 
and 28,267 tons in August 1926, an increase of practically 1,400 
per cent. Roads in the industrial areas naturally showed the 
higher rates of increase. But the larger burden to be borne by 
the roads is distributed over the whole country; in 1925, for 
example, the Redruth-Bodmin road showed an increase of 144 
per cent, and Class I roads in Cornwall generally of 261 per cent, 
over 1913. 

2. Road Facilities To-day 

What steps, then, have we taken as a nation to meet this 
renaissance of the roads — this new Transport Revolution? 
Though it has been so rapid, it was not unforeseen. As early 
as 1909 steps were taken by the Liberal Government to meet the 
situation which they foresaw would develop. A Road Board 
was established and funds placed at its disposal in the form of 
special taxation of motor vehicles. The machinery was therefore 
established for adapting British roads to the demands of the new 
traffic by improving the surface, widening where too narrow, and 
constructing new roads where the old roads were unequal to the 
requirements of the new traffic, and a means was provided by 
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which resources for road development would grow automatically 
with the growth in motor transport. What is, then, the position 
to-day? 

It is often said that we have the finest roads in the world, and 
in a sense that is true. For historical and geographical reasons 
we had at the commencement of the motor era the most highly 
developed road system in the world, and Ave have to-day un- 
doubtedly the finest roads for pleasure motoring. But our roads 
are quite inadequate for our present industrial, commercial, agri- 
cultural, and social requirements, while they are entirely failing 
to keep pace with the rapidly increasing demands upon them. 

The 1 52,736 miles of roads ^ in England and Wales are 
divided as follows : 

TABLE 2 & 

ROADS OF ENGLA.N'D AND WALES. 

MILEAGE AND CLASSIFlC.\TION. 


Mile.-: 

County Main Roads ...... 29,439 

District Roads ....... 110,254 

Roads in County BorougUs .... 10,853 

Metropolitan Boroughs and L.C.C. . , 2,190 


152-7.86 


Compiled from the Report on the Administration of the Road Fund for 1923-4. 

Of this mileage only 12.3 per cent, is in Class I, and 7.4 per 
cent, in Class II. Over 80 per cent, of our roads, therefore, are 
unclassified. The County Councils Association, in a recent Memo- 
randum, have thrown a startling light upon the facts. In sixteen 
typical counties approximately only 48 per cent, of the existing 
classified main roads are, according to these figures, fit to carry 
modern traffic; and, of the remainder, 38 per cent, require 
reconstruction at an estimated cost of nearly £25,000,000, 
and 27 per cent, require, in addition, widening or diverting 
at an estimated cost of nearly £44.5 million. These figures, 
be it noted, refer only to the small proportion of the roads 
which are classified. As regards unclassified main roads, 
figpires put forward by the Association relating to ten 
typical counties show that only 7 per cent, are equal to 

* The Report on the" Administration of the Road Fund for 1927-8 gives the 
total mileage as now being 153,616, of which 30,702«s of County Main Roads : 
Class I are now 12*6 per cent, and Class II 7-8 per cent, of the total. 
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the burden of traffic upon them; and of the remainder, 89 per 
cent, require reconstruction at an estimated cost of over £4.5 
million, and 48 per cent, require widening or diverting at an esti- 
mated cost of nearly £5.75 million. These figures of cost relate, 
it will be seen, only to these selected counties and not to the 
country as a whole. The proportion of district roads unfit to 
carry the traffic with which they are now called upon to deal is, 
in their view, probably greater than in the case of county main 
roads. Moreover, many bridges are entirely unsuitable for 
modern traffic. The latest Report of the Administratiolji of the 
Road Fund calls attention to this subject and adds: “From 
many parts of the country urgent representations have been made 
to the Minister by manufacturers, traders. Chambers of Com- 
merce, road-hauliers, etc., that grave disabilities are imposed upon 
trade by the weakness of these bridges. . . . The inconvenience 
is naturally most acutely felt in the busiest industrial areas where 
the intersections of roads with railways and canals are most 
frequent.” County Council Association figures for seventeen 
counties show 740 county bridges requiring reconstruction at a 
cost of nearly £4.5 million. 

Many of the County Surveyors lay special stress on the 
necessity for extensive road widening. The Lancashire County 
Surveyor says : 

“ The need for extensive widening of existing main roads 
in this county is most urgent and pressing. The growth 
of mechanically propelled traffic during the past few years 
has been so great that most of our principal roads have 
become positively dangerous owing to their limited width. 
The average increase in weight passing over the whole of 
those roads has been multiplied by six between 1911 and 

Expenditure on roads has increased, but to nothing like the 
extent which the situation demands, while many authorities, in 
spite of the limited assistance they have received from the Road 
Fund, have for some time been compelled to ration expenditure 
on their roads; that is to say, to spend less than they need for 
adequate maintenance. In other words, the ratepayers’ capacity 
is reaching, or has reached, its limit. Without a change in policy 
not only will essential development not take place, but a good 
deal of the value of the work already accomplished will be lost. 

290 




ROADS AND HOUSING 


3. The Wastefulness of Inadequate Roads 

It is impossible to estimate accurately the actual money-cost 
of congestion of traffic. But every business firm whose vehicles 
have to work through crowded town streets knows how greatly 
its running costs are increased by traffic blocks and delays. The 
Railway Companies, for example, estimated to a Departmental 
Committee in 1920 that they suffered a loss of £50,000 a year 
simply from the “ unnecessary detention ” of their vans at Bil- 
lingsgate Market, this detention being due partly to the inade- 
quacy of space within the market, and partly to the congestion 
in the roads around the market. The London General Omni- 
bus Company, according to a statement made in November 1927 
by Mr. Frank Pick, “ lost in actual out-of-pocket expenses a mil- 
lion pounds a year ” by reason of delay in congestion on the 
streets. A traffic expert (the late Chief Constable A. E. Bassom) 
gave the Institute of Transport, in November 1924, detailed 
figures of traffic and delays at certain points in London, and 
he showed that the delays at twelve only of the busiest points 
cost the business community as much as £1,000 a day. Traffic 
blocks occur at hundreds of points in Greater London. The 
General Secretary of the Commercial Motor Users’ Association 
put the cost of traffic congestion in Greater London as high as 
£25,000,000 per annum. If we take into account also the cost 
of congestion in other towns, and particularly in the great urban 
agglomerations of the industrial North, it will be seen that our 
tolerance of cramped and congested streets is a heavy handicap 
to our competitive capacity as an industrial nation, and that the 
amount of employment available for our people is thereby 
reduced. 

To this direct cost of congestion must be added the cost of 
using smaller vehicles, or carrying smaller loads than are eco- 
nomic, because of . narrowness or inadequacy of roads and 
bridges. We are in agreement, therefore, with the United States 
Department of Agriculture when it says : 

“ Improved roads are not a luxury to be enjoyed if we 
have the meafts and put aside if we have not. The fact is 
that we lose more by not improving them than it costs to 
improve them ; so that we may say that we pay for improved 
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roads whether we have them or not, and we pay less if we 
have them than if we have not.” ^ 

The first essential is to ensure that the main roads of the 
country are adequate. In this connection we have in mind the 
improvement of the roads primarily from the point of view of 
industrial and trade needs, and not from that of pleasure motor- 
ing. We urge the need for highways, not speedways. The 
main roads must be broadened and strengthened to take th? heavy 
commercial traffic of the present and future. We have mentioned 
that in seventeen counties alone some 740 bridges are inadequate 
for traffic needs. This involves a direct handicap to the economic 
life of the country. The competitive struggle is now so keen 
that a very slight margin may make all the difference between 
a British contract gained or lost. For shorter distances, and 
particularly for perishable or breakable commodities, the ability 
to transport readily, directly, and quickly from factory or farm 
to warehouse or dock by road transport may represent that 
difference. To-day coal and cattle, cotton and wool, meat and 
dairy produce are transported by road, and a sub.stantial increase 
in home trade awaits the improvement of our road facilities, 
particularly in the neighbourhood of the towns. 

But while the main roads represent the most obvious direction 
in which road improvement is called for, they are not the only 
direction, nor necessarily the most important. As we shall show 
shortly, one of the factors absolutely essential to a revival of 
agriculture is the development of a great nation-wide organisation 
for the marketing of agricultural produce. If this is to be done, 
use must be made of a system of collection of loads from in- 
dividual farms by mechanical lorries ; and for this purpose 
the district rural roads must be wide enough and strong 
enough to take this traffic, and must be kept in such a condition 
that perishable goods will not be damaged by undue road shocks. 
That they are not so at pre.sent is indicated by the Memorandum 
of the County Councils Association to which we have referred 
above, in which it is specifically stated that in ten typical counties 
only 7 per cent, of the unclassified roads are equal to the burde^i 
of traffic upon them, and that in their opinion the proportion of 
district roads unfit to carry the traffic with which they are called 

i 

1 U.S. Dept, of Agriculture, brochure on Highways and Highway Trans- 
portation, 1924. The italics are ours. 
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Upon to deal is probably greater than in the case of county main 
roads. The growing of sugar beet in this country has already 
thrown a new problem of road maintenance on a number of 
rural district authorities. It is essential to a policy of agricultural 
revival and development that there should be a complete over- 
haul and improvement of rural roads, both as a means of trans- 
port of produce from the farms to market and of materials to 
the farm. The idea that road transport can be developed only or 
mainly at the cost of railway traffic seems to us fundamentally 
false. There should be a linking together of these two main 
forms of land transport, and we would like to see a Parliamentary 
Committee set up to examine the whole question and in particu- 
lar the extent to which the railway companies are restricted in 
running motor-vehicles on the roads. 

4. Financing Road Development 

This brings us to the question of finance. How is all this 
development to be reconciled with the obvious need for national 
economy, and how is it all to be paid for? 

We have already dealt by implication, in an earlier chapter, 
with the former question. Economy is not synonymous with the 
restriction of expenditure. Economy means wise and productive 
expenditure. In its original use the word was concerned with 
the wise expenditure of the housewife. Wise household manage- 
ment consists not in an arbitrary cutting down of expenditure 
in every direction, but in seeing that every shilling is so expended 
as to secure the best return. In the same way we believe that 
a wise expenditure, even of very large sums, in road development 
will be economical even in the narrowest sense. 

As to where the money is to come from, we have to our 
hand two immediate and large sources of supply. The first is 
that of the Road Fund established by the Liberal Government 
in 1909. The receipts credited to the Road Fund in 1920-21 
were £9.4 millions. In 1926-7 they were £21.6 millions, more 
tjian double. In every year that the present rate of duties con- 
tinues we may confidently expect a steady growth in the revenue. 
Furthermore, we need not regard ourselves as restricted to this 
current revenue. In another chapter (CHhpter XXXI) we pro- 
pose a transfer to the Road Fund of the greater part of the out- 
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lay upon the upkeep of roads at present imposed upon the rates. 
But even if this is done, it will still be possible, by raising a loan 
on the security of the rapidly increasing income of the Road 
Fund, to undertake a very large programme of road construction 
without any additional charge to the taxpayer or ratepayer. 
This would be in every way wise and justifiable finance. 
The policy of road development should be consistent and 
continuous, but, if any variation at all is to be made in 
the amount to be expended, it should be in the direction of 
increasing, and not reducing, the amount of expenditure in times 
of depression. If the Road Fund is to be at the mercy of Budget 
exigencies, it will be just at the time of depression when it is 
likely to be raided, whereas it is just at this time that the whole 
of its resources should be concentrated on a large-scale policy 
of road development as a contribution to the unemployment 
problem and a counterpoise to the falling off of purchasing power 
in other directions; all this being quite apart from the value of 
the work itself from the point of view we have been considering, 
of wise development of our national resources. The policy of 
road development out of loans is justifiable on all grounds. In 
the United States the Federal Government provides funds for 
this purpose, not with a view to relieving unemployment, but 
because of the importance which is attached to the improvement 
of the road system. The several States, moreover, are spending 
money freely to the same end. During the last ten years 
approximately 40,000 miles of road have been constructed 
annually, at a total cost of some £200,000,000. 

5. Betterment Taxes 

The second great source of revenue available for the financing 
of arterial roads, and in particular those avenues through and 
from the cities to which we have referred, lies in the appropria- 
tion of part of that increase in site values of the land adjoining 
these roads, which follows automatically from their development. 
As the Annual Report of the Chief Factory Inspector has re- 
cently pointed out, the marked growth of industry in the soutji 
of England is^ “ taking place e.specially along the routes of the 
new roads.” The expenditure of millions of pounds on roads, 
coupled with the development of electricity schemes, the rehabilita- 
tion of our agriculture, and the better distribution of population 
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made possible by a far-sighted and comprehensive housing and 
town-planning policy, will enhance the value of great areas of 
land. The recent extension of London’s underground railway 
system to Edgware on the one hand, and to Merton and Morden 
on the other, has drawn the attention of railway directors to the 
inequities of the present system under which the land values 
created by works of public improvement go, not to persons or cor- 
porations undertaking the expenditure, but to persons who happen 
to own the land directly or indirectly affected by the improvement. 
The Underground extensions were financed under the Trade 
Facilities Act, the Government guaranteeing the principal 
and interest of a loan of £6| million. Sir Robert Perks, at a 
general meeting of the Southern Railway in February 1927, 
called attention to the sale at an average of £3,000 an acre of land 
at Golders Green which “ before the expansion of the Tube ” 
was to be sold from £200 to £300 per acre. Lord Ashfield, 
at the annual meeting of the Underground Railway group 
in the same month, said that the Edgware extension of the 
London Electric Railway had continued to develop its traffic, 
though “ at a slower rate than was anticipated,” and went on 
to suggest that the explanation of this retardation in growth 
might be that land speculation at the Edgware terminal had 
forced up prices to a level which restricted purchases. He 
continued: “ This is an evil which besets all railway enterprise,” 
and suggested as a remedy “ some means by which the increment 
in the value of the land could be appropriated to pay some share 
of the enormous cost attending the construction of Underground 
Railways in Greater London.” Lord Ashfield’s suggestion 
applies not only to London and not only to railway undertakings. 
It applies to all major transport undertakings and public improve- 
ments in every part of the country. The increase in land values 
might in some cases pay the whole cost of the development and 
in all cases a large part of it. 

Again, the rise in land values along the arterial roads con- 
structed since the War is extreme. The new arterial road, for ex- 
ample, from London through Essex to Southend has forced up 
land’prices so that, to give one example, a farm at Rochford rented 
at £80 12s. od. gross per annum was sold at auction in 1925 for 
£6,600. Land abutting on a new arterial road constructed in 
a suburb of Manchester has recently been sold at £900 an 
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acre. We give these instances merely to illustrate the argu- 
ment that land values created by public improvements, carried 
out at the public cost, should contribute very substantially 
to the costs incurred, and that in site-value taxation and in better- 
ment charges (the principle of which is already recognised by 
Parliament) lie a copious source of revenue, scarcely tapped 
as yet, for financing the reconstruction of the road system which 
the country so urgently needs. 

6. Roads and Unemployment 

What we have said so far in this chapter on transport is based 
on the twofold principle of the action which should be taken to 
cope with the evil of unemployment. The first, that the nation 
must be fully equipped at every point for industrial efficiency if 
its world markets are to be maintained and regained ; the second, 
that a large-scale and far-sighted policy of road improvement, 
reconstruction, and development would provide immediate and 
direct productive employment for a large number of men. 
Furthermore, this employment would not be concentrated in one 
area or a limited number of areas, but would be very generally 
distributed. Housing difficulties and other problems of im- 
mobility of labour would therefore be avoided. Road-making, 
moreover, involves a relatively small expenditure on plant and 
a correspondingly high proportion of expenditure in wages. 
Finally, it is work which, while by no means cajiable of being 
undertaken by all classes of labour, yet demands no great degree 
of skill or training in the rank and file. It is, therefore, work 
peculiarly suited to our present unemployment situation. The 
measure of the contribution which a policy of road development 
can afford is indicated by an estimate that the raid on the Road 
Fund by the Chancellor of the Exchequer is tantamount to depriv- 
ing 130,000 men of a year’s steady work. From the point of 
view alone of its possible contribution to the immediate problem 
of unemployment it deserves primary attentidn. But it is at least 
equally important from the broader point of view of national 
development. 

Building, and the building of houses in particular, is a peculi- 
arly useful contribution to the unemployment problem for various 
reasons. In the first ‘place, so large a proportion of the total 
cost is represented by labour. Then the great bulk of the 
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materials used are produced in our own country. Furthermore, 
we have to have regard not only to the number of builders 
actually employed directly, but those producing the raw materials, 
the bricks, the castings, and so on, and those transporting them, 
and then to those people engaged in the making of furniture and 
other house furnishings and fittings. Thus apart from the 
direct reduction in unemployment resulting from the road pro- 
gramme, the indirect reduction occurring as a by-product of it 
would also be very material indeed. Not only would unemploy- 
ment be directly reduced in this way, but the better housing 
would at one and the same time make for the greater health 
and contentment of the worker and develop his sense of citizen- 
.ship and so increase his economic value, and, on the other hand, 
would materially contribute towards that mobility of labour Avhich 
is so important a factor in the solution of the unemployment 
problem at a time of transition like the present. 

7. Roads and Housing 

But our road policy has a more important hearing on the 
life of the nation, for it is directly related to the whole problem 
of Housing, the inadequacy of which is responsible for city con- 
gestion and the continued existence of slums. Congestion and 
slums will never he permanently cured by mere rebuilding. Clean 
cuts must be made through and from the congested areas before 
this inflammation will disappear from our cities. When we say 
this, we have not in mind merely a little widening here and a 
straightening there, but the cutting of broad avenues from the 
city centre to the open country outside and the provision on these 
avenues of rapid and cheap transport. 

There has been a great movement of the well-to-do to the 
country outside our cities, and this has gradually extended down 
through the middle classes to include a large proportion of the 
clerical and similar workers. But the general mass of the town 
workers have yet to share in this movement. 

The alternative is to-day presented to large numbers of our 
workers either of living in over-crowded and unhealthy con- 
ditioits or of wasting time, money, and energy on dilatory and 
uncomfortable travelling. Under present^ conditions of traffic 
congestion it may take the w'orker an hour to travel ten miles or 
indeed even five. Improved transport side by side with effective 
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land reform offers the key to the situation in two ways. The 
cutting of broad avenues from the city centre to, the open country 
outside will, on the one hand, reduce the time and the cost of 
travelling from the surrounding districts into, the city, and on 
the other make possible the decentralisation of industrial activity 
and the removal of the factories, etc., into self-contained satellite 
towns in which the worker would be within walking or cycling 
distance of his work. 

8. The Toll of the Slums 

This leads us to the consideration of the second great section 
of our development programme. It requires no argument to 
emphasise the social and economic importance of good and 
sufficient housing for the people. The housing conditions in 
the centres of too many of our towns to-day are a disgrace. 
Room to live and room to play are the rights of every deserving 
citizen, and if these rights are ignored the price must be paid in 
ill-health and ill-will, in poor physique and poor production. 

It has long been common knowledge that the death-rate of 
urban areas, where free access to light and air is lacking, is 
higher than that of the countryside. Before the War, the former 
was something like 50 per cent, above the level of the latter. 
Since then, with the continued improvement that has taken place 
in urban sanitation, the gap between the two has narrowed. But 
the expectation of life is still greater in the country than in the 
town. And the more congested the conditions under which the 
town-dweller lives, the less that expectation of life becomes. 

Figures of infantile mortality are particularly significant. 
Infantile mortality depends upon many factors, but overcrowding 
is undoubtedly one of them. In 1925, deaths of children under 
one year in England and Wales averaged 87 per thousand in all 
county boroughs; 72 per thousand in other urban districts; 64 
per thousand in all rural districts. And this in spite of the 
low wages and wretched housing conditions which too often 
obtain in the countryside, and of the continued drift into in- 
dustrial occupations of the strongest and healthiest of its sons. 

A much more startling contrast is revealed when we '’make 
comparisons between^ well-to-do and poor areas of the towns. 
For example, in the triennium 1923-5 the corrected death-rate 
of Shoreditch was 13.3 per thousand, and of Bermondsey 12.8, 
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as compared with 10.9 for Hampstead and 10.3 for Lewisham. 
Infantile mortality-rates for the same triennium were: Shore- 
ditch 85 (per thousand births), Bermondsey 76, Poplar 69, as 
compared with 52 .for Hampstead and 31 for Lewisham. 

The death-rate from tuberculosis may similarly be cited. 
Tuberculosis is typically a disease of darkness and congestion, 
and its incidence in overcrowded areas illustrates strikingly 
the waste of life and vigour for which our slums are re- 
sponsible. Despite all that has been done successfully to combat 
the disease, for the years 1923-4 the tuberculosis death-rate of 
Bermondsey was 1.20 per 1,000; of Shoreditch, 1.28; of South- 
wark, 1.35; whereas for Hampstead it was .62 per thousand 
and for Lewisham .74. In the notorious Tabard Street area in 
Southwark, before the slum clearance scheme only now being 
completed was begun, the phthisis rate was no less than 3.88 per 
1,000 persons living, as against the then figure of 2.09 for the 
borough in which the Tabard Street area is situated, and of 1.44 
for London as a whole. An inquiry recently made in Glasgow, 
comparing in detail the vital statistics of Langside and Cath- 
cart on the one hand, and Mile End and Gorbals on the other, 
points the moral even more clearly. The figures may be set out 
in tabular form ; 


TABLE 29 

DEN.SITY OF i’OPUl.ATlON AND DEATH-RATES (GLASGOW) 



Mile End. 

Gorbah. 

Liing'iide. 

Cathcart. 

Density : persons per acre . 

136 

207 

45 

22 

Birth-rate per 1,000 persons living 

31-0 

27*3 

12*4 * 

10*2 

Death-rate per 1,000 persons living 

17-6 

17*2 

9-2 

8-7 

Infant mortality rate : in first year per 


128 



1,000 births .... 

163 


52 

Phthisis : death-rate per 1,000 persons 



•38 * 

•18 

living ..... 

1-04 

1*03 

Respiratory diseases : de^ith-rate i)er 


3*84 

I *08 

•76 

1,000 xiersons living 

3-66 


•Extracted from thi Risumi of Work of the Public Health Department, Corporation 
of Gla^ow, 1926-7. 


So appalling a wastage of life, under preventible conditions, 
is a stain upon our industrial civilisation. 

299 



Britain's industrial future 


9. A Policy for Slum Clearance 

A continuous and comprehensive policy for the abolition of 
slums is an essential part of the programme of National De- 
velopment. 

Attention necessarily and properly has been given to the 
need for building new houses since the War; the elements pecu- 
liar to the slum problem as such are even to-day not generally 
recognised. The million houses built since the War have, to a 
large extent, met the increase of demand created in the\ last ten 
years. But the arrears of new construction which accumulated 
during the War have not yet been caught up; much less has any 
serious impression been made on the accumulated arrears of 
slum clearances. 

Slums are a resultant of poverty, overcrowding, bad planning, 
and dilapidation. They began to be a problem of magnitude 
when the houses built in the towns during the period of most 
rapid urban expansion began to reach the end of their natural 
lives. Experience shows that the average life of the brick cot- 
tages erected in the towns in the last century is about a hundred 
years, and the slum clearances which were undertaken between 
1890 and 1914 were predominantly schemes for demolishing little 
congeries of the houses built a hundred years previously. The 
slum problem is more acute now than it was before the War. 
not only because practically no clearances have been carried 
through since 1914, but because with each decade of this century 
larger areas reach the stage of dilapidation. Slum clearances 
which ought to be undertaken now in London, or which will have 
to be undertaken in the near future, will involve areas not of 
3 or 4 acres, but of 20 or 30 acres, or more. Slum clearances 
undertaken on this scale must include large measures of replan- 
ning and rebuilding, and any undertaking of this size must 
be prried out in accordance with some definite plan for distri- 
buting the population with reference to the places of work and 
the other factors which affect the structure of our towns. The 
development of the slum problem is more obvious in Lonc^on 
than elsewhere, but all great centres of population will have to 
face in the next few decades the necessity of clearing away un- 
healthy areas on a s6ale which hitherto they have scarcely con- 
templated. 
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When the main factor in the slum condition is bad planning, 
bad building, or dilapidation, re-conditioning is sometimes an 
effective, if temporary, remedy. But in so far as slumminess is 
caused largely by the overcrowding of houses on the land and by 
the overcrowding of families in those houses, it is evident that 
the population to be dishoused cannot be rehoused on the same 
site. There must be some displacement of population, and this 
displacement should be carried out as part of the wider policy 
of placing new factories and other places of work in those 
areas which, because of their physical character or of the trans- 
port facilities available, are best suited for the purpose. 

The million houses built since the War have, on the whole, been 
sited in a haphazard manner without co-ordination of effort and 
without regard to any general plan for increasing the efficiency 
and health of our towns. Towns to-day, in actual fact, very 
often do not correspond to existing Local Government boun- 
daries. To use London again as the outstanding illustration, the 
area administered by the London County Council is only a part 
of what is London for the ordinary purposes of business and 
residence. A large proportion of the slums which ought to be 
cleared are situated in the older central areas where no sites 
for rehousing are available. Many of the work-places in Cen- 
tral London are, under modern conditions, retained there only 
because their workers still live in the neighbourhood; and the 
paradoxical situation is arising that factories which have 
found it possible to remove to the outskirts still, to a large extent, 
draw their workpeople from the areas from which they have 
removed. A plan for the development of London as a region 
would enable liousing, transport, and the siting of work-places 
to be co-ordinated, and we call attention here to the proposals for 
Regional Authorities set out in Towns and the Lnnd.^ Under the 
policy there set out, Regional Authorities would be created in 
the main urban areas of the country, and it would be the duty 
of these authorities to' provide, or arrange for the provision of, 
adequate housing accommodation wherever a housing need arises 
in the region which cannot be met in the areas of the separate 
Local Authorities. 

The policy for slum clearance, then, must be regarded as part 

^ Towns and the Land : The Urban Report of the Liberal Land Committee, 
I 923 *- 5 . (Hodder & Stoughton, is.) 
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of the whole plan of urban reconstruction, and we suggest that 
the Board of National Development should be given special power 
to aid Regional Authorities, especially before they can collect 
revenue to be drawn by them from betterment taxes and rates 
on site values created by the improvements. 

lo. Garden Cities 

Great Britain has been the pioneer in creating those new 
towns, planned from the start as whole units and for Health and 
efficiency, which have become known as garden cities. Although 
neither Letchworth nor Welwyn is yet complete, their experience 
already proves two things : first, that new towns of this type have 
a special contribution to make to social contentment and to the 
ultimate efficiency of British industry; and secondly, that after 
the lapse of a few years a good and thoroughly well-secured 
dividend may be expected on the capital expended on their estab- 
lishment and development, thanks to the fact that the building 
of a city converts agricultural land values into urban values, and 
these, after repaying the cost of construction, are available for 
the corporate use of the city. Letchworth and Welwyn owe 
their existence to the private enterprise of a few public-spirited 
individuals, notably Sir Ebenezer Howard. If they are to be 
not merely achievements in themselves but the forerunners of a 
new type of town, larger forces of direction and encouragement 
must be put behind the movement. So much industrial unrest 
and inefficiency is due to the cramped space allowed both to 
factories and homes by the congestion of the old industrial towns 
that the desirability of establishing factories in new centres 
wherever possible is self-evident. The argument for garden 
cities is to-day almost universally admitted, and Parliament has 
so far given it the stamp of its approval as to insert a clause 
in the Housing Act of 1921 making special provision for giving 
financial assistance to garden-city schemes. Up to the present, 
however, the actual work of creating garden cities has been left 
to the pioneers of the movement. The time has come when it 
should be taken up with greater vigour and determination as 
an integral part of our national housing policy. 

Modern conditidns, and road transport in particular, have 
brought new factors into play in determining the location of 
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industry. Where there are open sites, adequately served by 
power-supply and transport and economically situated in relation 
to supplies of raw material and to markets, new factory areas 
could be developed in conjunction with housing schemes to much 
greater advantage’ than if the new buildings were squeezed into 
the centre of existing industrial areas or even tacked on to their 
outskirts — in other words, new towns can be deliberately created 
to redress the ill-balanced development of the old. 

At the beginning of any such enterprise there is in the nature 
of the undertaking a period during which current revenue cannot 
cover the interest on capital expended. The period of fructifica- 
tion, as it is called, is, as in the case of railways, a somewhat pro- 
longed period. Subsequently revenues and profits can be safely 
expected to make good the arrears of interest as the towns de- 
velop and land values are created. We suggest, therefore, that 
the Board of National Investment should be empowered to 
guarantee in proper cases the interest on the bonds issued by Asso- 
ciations authorised to build Garden Cities, subject to arrangements 
for the ultimate relief of the guarantees when financial stability 
is reached. 

The location of new towns of this type in different parts 
of the country would be in accordance with regional plans, based 
largely on considerations of the transport facilities available. 
The plan of each new town should in all cases provide for the 
scheduling, as agricultural land and as open space, of a belt of 
considerable width around the area which is to be covered by 
its factories, houses, shops, and other buildings. 

II. Preserving the Countryside 

While we are urging the necessity of planning for the wider 
and wiser distribution of the industrial population, it is impor- 
tant to make clear that the real threat to the English countryside 
is contained not in planned development, but in the sporadic, 
unplanned development that is now going on. We wish, therefore, 
to call attention at this point to the necessity of taking decisive 
action, to preserve the downs, moors, lakes, woods, hills, and 
commons of the countryside, and we suggest that the time has 
come for national action to conserve thei^’ beauties and their 
amenities for future generations. We owe a great deal to private 
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munificence and to such bodies as the National Trust and the 
Commons and Footpaths Preservation Society. But as the popu- 
lation increases, and as it is spread more evenly over the land, as 
a result of better roads, motor-transport, electrical power supply, 
and that decentralisation of industry and of population which we 
hope to promote, the preservation of Britain’s open country passes 
outside the power of private persons or of societies interested in 
public welfare. What is required is an extension of the principle 
of town-planning so as to preserve permanently from, sporadic 
building and other forms of ill-considered exploitation \all those 
areas of the country whose fullest contribution to national welfare 
lies in their preservation as open spaces. We suggest, therefore, 
that the Ministry of Health should have power to schedule as 
national open spaces areas as many of the .Surrey commons, the 
South Downs, Salisbury Plain, Dartmoor, Exmoor, and parts of 
the Peak and Lake Districts; that it should be commissioned at 
once to schedule such areas ; that any action involving a material 
change in the outward aspect of such areas should require express 
permission ; and that there should be power either now or at any 
future time to take over them or any part of them into public 
ownership on the payment of reasonable compensation assessed on 
the principles accepted in the present Town-planning Acts. The 
expense would not be great; the benefit to the nation would be 
immeasurable. 


12 . Distributing the Population 

The proposals made in the immediately preceding paragraphs 
recognise the rightness of protests made against the desecration 
of the countryside, and, we think, provide a means of making 
those protests effective. Open spaces must be preserved. But 
the countryside as a whole must thrive. The whole.someness of 
national life to a very large extent depends on the interaction of 
town and country, and on breaking down the social and economic 
barriers between agriculture and other inclustries. To all this 
transport is the key. 

The effect of transport on the distribution of popula- 
tion is well illustrated in Belgium, wher§, as Mr. Seebohm 
Rowntree ascertaine(i, in 1900, 56 per cent, of the population 
lived in country districts, although only about 23 per cent, de- 
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pended on agriculture for their main livelihood. The distribution 
of Belgian population is, we understand, still much as it was 
found to be twenty-seven years ago. Residents in the Belgian 
countryside for the most part cultivate some land. The 
division between the urban and the rural worker is thus, to a 
large extent, broken down. An industrial worker, if he loses 
his employment, generally occupies himself on his own land or 
gets a job with a farmer. In this way he keeps a footing in 
the country, and often, when he grows older and his chances of 
getting regular work lessen, he depends more and more upon his 
land until ultimately he relies upon it altogether, gradually adding 
to his holding until it is sufficiently large to make him self- 
supporting. This interconnection of urban industry and rural 
life is made possilde only by facilities for rapid and cheap trans- 
port and, in particular, by the “ vicinal railways.” The develop- 
ment of these railways has been a constant object of national soli- 
citude. They not only link town to town and town to outlying 
village, but they bring countryside and town together in organic 
relationship. 


13. National Overhead Charges 

To cleanse our towns of squalor is more than a programme of 
social betterment ” in the narrowest sense of that phrase. Social 
organisation is the complement of industrial organisation. What 
the factory produces is affected by the home conditions of the 
workers who produce it, by the air and light which they enjoy, 
the means of transj)ort at their disposal, and their opportunities 
for education and recreation. Only now, at the end of a long 
period in which towns have been allowed to grow up anyhow 
(and have consequently grown up badly), is the only durable 
conception of towns corning to be recognised, namely, that they 
are in part social organisms and in part industrial plants. The 
conception of towns as social organisms means bringing all their 
several parts to work in harmony and planning them not as 
aggregations but as uiiits. The conception of towns as industrial 
plants means paying collective attention to those overhead charges 
which fall on the manufacturer as a result of social conditions, 
d'he iTl-health that co.ines from homes unfit for human habitation, 
the discontent that properly voices the demiyrd for better physical 
conditions and wider oppoi'lunities, congestion of traffic in the 
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streets, darkness in the factory itself — all these are actual handi- 
caps on our competitive efficiency. Every nerve must be strained 
to provide work for the unemployed. But the work which is 
undertaken should be part of a plan for the physical improvement 
and the economic betterment of towns and of the country as a 
whole. As a result of such work the nation should emerge from 
the present period of unemployment not with impaired assets 
but rehabilitated. Unemployment should leave as its mark, not 
shabby homes and flabby muscles, but new roads, new bridges, 
new houses, new schools, new towns, cleared watercourses, 
drained fields, newly afforested hillsides, land reclaimed from 
marsh or won back from the sea, new power lines, an altogether 
more efficient economic equipment, and a population not daunted 
and demoralised, but braced by work which, however unaccus- 
tomed, will be in the future a source of pride. 
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ELECTRICITY, WATERWAYS, AND DOCKS 
I. Electricity 

A nother great field of enterprise in which national 
development wisely directed can contribute to the solution 
of the unemployment problem is that of electrical supply. 
A detailed treatment of the subject, which has been dealt with in 
Coal and Power, ^ is not here required, but we must call attention 
to the amount of direct employment involved in increasing the 
electrical plant and equipment of the nation, and to the increase 
in our national competitive power which would result from a 
wider use of electrical energy for manufacturing purposes. 

It is true that there has been a rapid increase in this country 
of electrical output — an output of i,6oo million units in 1913-14 
had by 1925 grown to 8,125 million units. But such develop- 
ment must be considered comparatively. In a list of the main 
industrial States of Europe, together with the H.S.A. and 
Canada, arranged according to the output of electricity per head 
of population. Great Britain stands fourth from the bottom. The 
position is shown in Table 30. 

Although the output per head of population in Great Britain 
is just ahead of that in France, from every other point of view 
the table indicates how vast the room for expansion must be in 
tiiis country. Even, though the three countries at the top of the 
list might be expected to be ahead of us, because of the high cost 
of labour in the United States and Canada, and of the exceptional 
supply of water power in Switzerland, yet the gap is so large 
that there is clearly immense scope for development in this 
country. 


Coal and Power. (Hodder & Stoughton, 1024, is.) 
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TABLE 30 

PRODUCTION OF ELECTRICITY IN NINE INDUSTRIAL 
COUNTRIES, 1925 


Country, 

Total Output of 
Electrtcity from 

All Sources. 

Proportum taken 
by Industry. 

Output 
per Head of 
Population, 

..... _. .. . , 


Million Units. 

Per cent. 

t^Jniis. 

Canada .... 

10,110 

95 

I 150 

Switzerland 

3.900 

— 

1)000 

U.S.A .... 

81,801 

69 

710 

Germany 

20,328 

83 

318 

Belgium .... 

2.274 

— 

291 

Great Britain 

11,814 

69 

282 

France .... 

10,000 

90 

250 

Italy .... 

7,600 

95 

195 

Poland .... 

1,800 

over 80 

63 

Total . . . { 

149,628 

— 

430 


Compiled from official sources and supplied by Mr. Hugh Quigley, of the 
Economic and Statistical Department of the British Electrical and Allied Manu- 
facturers* Association, 


Until recently arrangements for both the manufacture and 
distribution of electricity have admittedly been most unsatisfac- 
tory. Our engineers have designed and built some super-power 
stations which are equal in efficiency to the best in the world, but 
for the most part the country is covered with small and inefficient 
stations, and between them proper intercommunication does not 
exist. The Electricity (Supply) Act of 1926 which set up the 
Central Electricity Board is a big step in the right direction; 
although it does not give the Board the full powers asked for in 
Coal and Power, yet it goes a considerable distance in the right 
direction. But immediate and revolutionary results must not be 
looked for; to produce out of the present chaos a wise and far- 
sighted scheme reconciling all the antagonistic interests that have 
grown up is a very difficult task. 

The 1926 Act gives to the Electricity Commissioners the duty 
of preparing a number of schemes which will eventually cover 
the whole country. The area to be brought \»rithin each scheme 
has to be determined after very careful inquiry into the geo- 
graphical and industrial sources of energy and after consider- 
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ation of the best system of linking up the different parts of the 
area, the possibility of future interconnection with other areas, 
and the efficiency and situation of existing generating stations. 
The scheme in draft form has then to be sent to the Central 
Electricity Board,' who finally decide the form in which it shall 
be put into force. It has then to be published, and any or all 
of the numerous undertakings or persons affected may within one 
month claim to be heard. A right of appeal against the decision 
of the Central Electricity Board is given in certain cases, and 
altogether it is possible to have a period of several months between 
the inception of the scheme and the commencement of work 
within an area. 

All experience of administration of local affairs by local men 
proves that it is necessary to provide for local opinion being 
heard and then given full consideration in regard to any proposals 
which interfere with the control of the public utility services, 
otherwise there would be strong opposition to the scheme, however 
good it might be. 

The first scheme under the 1926 Act (that for the Central 
Scottish area) was received by the Central Electricity Board some 
months ago, after which they met informally the representatives 
of all those undertakings within the area who desired to be heard, 
with the satisfactory result that not a single undertaking exercised 
its right of appeal, and the scheme is now so far advanced that 
orders have been placed for the major portion of the plant. 
The second scheme (that for the South-east of England, which 
includes the London area) has now been sent to the Central 
Electricity Board, and is being dealt with. The preparatory work 
in another area is well advanced, so that the national scheme is 
proceeding at a faster rate than anyone anticipated, in marked 
contrast to previous experience in regard to electricity supply 
development. 

As the schemes for the different areas will be prepared one 
by one. and issued at intervals, it is obvious that under the most 
favourable circumstances they will be spread over a considerable 
period of time, and that any immediate placing of immense 
orders for machinery is impracticable. It is also undesirable, 
as it would flood the market, prices would be put up 
against the Board, and export trade wauld probably be lost. 
The right policy is imdoubtedly to use the orders which are to be 
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given out by the Central Electricity Board as a balance to secure 
constant work for the British factories, at something like full 
output, over a period of years. This means a reduction in the 
manufacturer’s overhead charges, and will therefore tend to put 
the British manufacturer into an improved position to compete in 
overseas markets against his foreign competitors. 

From the point of view of preventing unemployment in 
the electrical trades, of encouraging the export trade, and of 
providing a satisfactory scheme of power production which will 
stand the test of time, gradual development would seem un- 
doubtedly to be the right policy. The Board will require 
the constant and steady backing of the Government if time is 
not to be wasted, and although the Act of 1926 marks a distinct 
step forward as regard powers, yet experience has already shown 
that further powers are required. If electricity is to be taken into 
Ihe rural districts, the transmission lines must be cheap. A low- 
tension overhead line in its simplest form must not cost more than 
a maximum of £200 a mile. In many continental countries such 
lines are built at a cost as low as £100 a mile. In this country, 
owing, it is said, to unnecessarily high standards, and to the 
opposition of vested interests in granting wayleaves, such 
lines are in many cases costing £500 a mile and more. Under 
such conditions a satisfactory and complete scheme of electrical 
power distribution is impossible. We are of opinion that there 
should be an immediate inquiry into this matter. 

There is little doubt that in other ways experience will show 
that further powers are required. A fairly satisfactory begin- 
ning has been made, but steady *and constant pressure is required 
from the Government if we are to have, in a reasonable time, a 
complete and first-class scheme for the production of electrical 
power. The danger is that the policy of electrical development 
may be crippled by parsimony as road development has 
already been crippled. As with roads, so with electricity, 
we have a peculiar opportunity of raising our economic 
life to a higher power at the very time when we have a surplus 
of labour which must be maintained. Public opinion, realising 
the evils of unemployment, should insist on that oj>portunity being 
grasped, so that part of our surplus labour rfiay be employed in 
bringing the electrical ‘equipment of the country at least to the 
level of that already reached by our competitors. 
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2. Inland Waterways 

The neglected condition of our inland waterways, in striking 
contrast to the efficiency of the continental system, has long been 
the subject of criticism. Since the advent of railways, little has 
been done to render our canals fit for modern traffic requirements ; 
instead of improving, enlarging, and equipping them with 
mechanical means of haulage and loading, and with better 
wharves and warehouses, many have been allowed to deteriorate. 
When the Liberal Government was in power in 1906, it appointed 
a Royal Commission to inquire into the condition of the canals 
and inland navigations of the country, and to report on, inter alia, 
“ facilities, improvements, and extensions desirable in order to 
complete a system of through communication by water between 
centres of commercial, industrial, or agricultural importance, and 
between such centres and the sea,” and on “ the prospect of 
benefit to the trade of the country compatible with a reasonable 
return on the probable cost.” The Commission recommended 
the unification of the waterways and the transfer of their adminis- 
tration to a Central “ Waterway Board.” It was suggested that 
the functions of this body should include the improvement of 
four main routes (viz. Birmingham and Leicester to London; 
Leicester, Burton, and Nottingham to the Humber; Wolver- 
hampton and Birmingham to the Mersey; and Wolverhampton 
and Birmingham to the Severn), and that subsequent action 
should be taken to acquire and unify any further waterways as 
branches or feeders of the main routes or as new schemes. 

The Commission stated that they — 

“ realised more and more, as their inquiry proceeded, how 
hopeless it would be to expect anything from the waterway 
system of England and Wales in the future, for the benefit 
of trade and industry, if the waterways were left in the 
present disunited and unimproved condition. With a few 
notable exceptions, the canals at least would become less and 
less efficient and useful; and many would swell the list, as 
years went on, of disused or derelict canals. Thus a system 
of transport which in foreign countries has become of great 
value to trade, as a result of measures of unification and 
improvement, would in this country be practically lost.” 


The Report was published in 1909, and before public opinion 
could be sufficiently aroused to take any action on it, the War 
had begun. A Departmental Committee, under the chairman- 
ship of Mr, Neville Chamberlain, was appointed in 1920 to 
review the whole question of the future development of water- 
ways. The policy recommended almost unanimously by this 
Committee can be put briefly as the gradual grouping of the 
principal inland waterways into seven systems which, it was sug- 
gested, should be owned and operated by a series of public trusts, 
composed principally of local authorities, representatives' of canal 
companies, users of waterways, and others. Apart from 
valuable improvements of the River Trent, little other action was 
taken. Mr. Neville Chamberlain, as recently as 1922, advocated 
the linking of Birmingham with the Bristol Channel ports — a 
scheme which had the support of the Birmingham Chamber of 
Commerce and prominent local representatives. Here, again, 
nothing has materialised, owing, it is said, “ to the difficulty of 
adjusting the financial responsibility of the undertaking.” Had 
the State interested itself in the project, this difficulty could 
doubtless have been overcome. While our Government has 
adopted a purely passive attitude and our canals have deteriorated, 
France, Germany, and other continental countries have been over- 
hauling their already admirable and extensive system of water- 
w'ays so as to equip them for the new conditions of trade and 
industry. 

France 

The important part played by the canal system in the economic 
life of France is too well known to require emphasis. It has been 
invaluable for the transport of heavy goocls in the industrial 
regions of the north and the north-east. Since the War a com- 
prehensive national programme for the development of inland 
waterways was drawn up by the Minister of Public Works. 
Although financial stringency has resulted in slow progress, 
nevertheless three of the schemes have been on such a scale and 
of so great importance as to attract international attention, vij. 
those of the Rhone, the Grand Canal of Alsace, and oh the 
Marseilles-Rhone Waterway. Aj)art from their value in 
facilitating transport dnd creating industrial development, some 
of the schemes, e.g., the Rhone scheme, will also serve as a means 
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of generating electricity and irrigating adjacent lands. The State 
has been making increased grants both for ordinary upkeep and 
repair and for new construction and improvements; over loo 
million francs was voted in the 1926 Budget. The growth in 
traffic since the War has been considerable; the canals carried 
18 million tons in 1925 as against 14 million in 1921. 

Germany 

During the War Germany realised the great value of her 
canals as a means of supplementing road and rail transport, and 
a stimulus was given to the construction of inland waterways. 
This stimulus has continued even after the War, and to-day we 
find that the Reich in its budget for 1927-8 voted 91.5 million 
marks for waterway construction, a considerable increase on 
previous years. The States concerned also contribute large 
amounts for works passing through their territories. The schemes 
at present in progress include, inter alia, the Rhine-Maine- 
Danube works, the so-called Mittelland Canal, and the canalisation 
of the Neckar. An interesting feature of the present programme 
is the proposal to e.xtend, at a cost of nearly £10,000.000, 
the Hansa Canal to link Hamburg w’ith Bremen and the West- 
phalian industrial districts ; the canal will take ships up to 1 ,000 
tons. Traffic returns have in consequence shown an increase 
on previous years, and in Western Germany the traffic is even 
greater than in 1913. Steps are being taken to increase efficiency 
and promote facilities by the combination of inland waterways 
companies by the Reich’s scheme for greater unification by creat- 
ing 12 administrative centres and by reducing the number of 
local inland waterway authorities by one-quarter. Even under 
existing conditions it is significant that whereas in Germany the 
tonnage of canal and river traffic is equivalent to one-fifth or 
one-sixth of rail-borne traffic, in Britain the canals carry less 
than one-twentieth of the tonnage of goods hauled by rail. 

Belgium 

Shnilar developments have taken place in Belgium, where 
canals have for years been an important feature of the country. 
Credits sought for river and canal work m 1926 amounted to 
82I million francs. .Among the chief schemes in progress is the 
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Brussels-Charleroi Canal, which will afford direct communication 
between Antwerp and the coalfields and the industrial areas of 
Charleroi and Mons, and further, with the French canal system. 
Other works include a waterway linking Antwerp with the Cam- 
pine coal basin and the important industrial districts of Liege. 

While we have marked time, other countries have gone for- 
ward. Our chief need at present is a bold and comprehensive 
scheme of canal development on the lines of the recoibmenda- 
tion of the Royal Commission as modified by the changed 
economic conditions of the country. Unity of administration 
under State control would effect economies and enable the much- 
needed extensions and improvements to be undertaken. It must 
not, however, be thought that we advocate the resuscitation of 
inland waterways as competitors with rail and motor transport, 
but as a means of supplementing their work. 

3. Docks, Harbours, and Dockyards 

Docks and Harbours . — A growing seaborne traffic necessi- 
tates measures of port development to keep pace with, or, better 
still, to forestall, the increased dock accommodation demanded. 
Any failure to maintain adequate dock and harbour facilities at 
the highest degree of efficiency results in delays in transit, damage 
and deterioration of goods, and economic loss is the consequence. 
Ports then become the “ bottle-necks ” of ocean traffic and con- 
gestion results. But the rapid growth of new traffic gives rise 
to an increased demand not only for berths and jetties, but also 
for better storage facilities, larger and better warehouses, sheds 
amply provided with rail facilities, and above all for the latest and 
most expeditious methods of handling cargo efficiently. The 
question, however, is not so much how to accommodate existing 
traffic too great for existing capacity, but how to meet the de- 
mands which will be made within a few 'years. Shipbuilders 
in recent years have been laying down larger keels ; for example, 
the average size of merchant vessels of 100 tons gross and ov£r 
launched in Great Britain before the War was about 2,50(7 tons 
as against 3,0(X) during the last four years. The shipbuilding 
programmes of other countries, especially America, show in- 
creased construction compared with the corresponding pre-war 
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figures. Hence it is necessary to look ahead and plan for these 
future requirements, both by the reconstruction and “ modernis- 
ing ” of old docks and the construction of new ones. That some 
of the port authorities are alive to the needs of the times is 
evident by the carrying out of large development schemes in 
recent years, for example, the Gladstone system of docks at 
Liverpool, where the biggest vessels, built or likely to be built 
in the near future, may be accommodated in ease. 

But the port trusts finance their improvement schemes very 
largely from revenue, and there is a tendency when this declines, 
as in times of trade and industrial depression, for expenditure on 
developments to be curtailed. We have already drawn attention 
in other parts on this Report to the evils of such so-called 
“ economy,” but without adequate State assistance the port 
authorities in many cases are not prepared to undertake the 
financing of the projects other than from reserves and revenue. 
It is true that the Development Commissioners assist the smaller 
port and harbour authorities with grants and loans, but the extent 
of this assistance is strikingly shown in the seventeenth Annual 
Report of that body, which states that during the year 1926-7 
the grants totalled £18,000 and loans amounted to £16,000. 

On the other hand, the French Government, assisted by the 
Chamber of Commerce and local authorities, have, in recent years, 
spent 100 to 120 million francs annually on the great ports to 
improve and equip them to compete with foreign ports ; assistance 
has also been rendered by the State to the smaller ports. Italy 
has been extending and improving her port works, especially 
the ports of Genoa, Naples, Trieste, and the new harbour works 
at Bari. Extension works have been carried out at Antwerp, 
Ghent, Ostend, and other Belgian ports. 

Gox’criiment Dockyards . — Special problems arise in connec- 
tion with the industrial establishments maintained by the State 
for military purposes. A policy of greater economy in arma- 
ments might give rise to serious local difficulties, unless the 
situation that would result was foreseen, and the necessary 
measures planned in advance. For example, only the Admiralty 
can decide when a dockyard is no longer needed for naval pur- 
poses. But apparently when it was decided to close down the 
doclcyard at Pembroke, it was no one’s •special duty to con- 
sider what was to fiappen to the town of Pembroke and to 
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the population that had been brought there. It was the existence 
of the dockyard that had caused Pembroke to expand from a 
village to a town of 15,000 inhabitants. All the equipment of 
a town had been created, its roads, its schools, its sanitary 
system. Assuming that their employment wa^ stable, the great 
majority of the workmen on the staff had bought their own 
houses. Suddenly a change of policy puts an end to Pembroke’s 
only industry; the place becomes almost derelict; the houses, 
acquired by years of thrift and self-denial, become practically un- 
saleable. Similar consequences would follow from similar action 
elsewhere, in greater or less degree, according as an establishment 
was closed or was reduced in scale. 

It should be remembered that Government dockyards and 
arsenals are wholly dependent upon Government orders. Usually 
there is little opening in the same town for skilled men who are 
dismissed from those establishments; and many of the workmen 
are very highly skilled, often trained from their youth as Govern- 
ment apprentices and required to reach an exceptional standard 
of proficiency. In these circumstances a special obligation rests 
upon the State. 

We are of opinion that when action becomes necessary, it 
should be based upon two principles. 

First, so far as the conditions allow, whatever establishments 
are maintained by the State should be ke])t in steady employ- 
ment. Government dockyards and arsenals, for the reasons that 
have been given, have an exceptionally strong claim. If, by such 
tendencies as the reduction of forces on the one hand, or the 
growing mechanisation of the army on the other, the equipment 
that is needed changes its character, those establishments ought 
not to suffer. By a careful adjustment of orders, they ought to 
be kept as fully employed as possible. 

Secondly, the course of future policy, with reference to the 
size of each establishment, should be carefully surveyed, and the 
measures to be taken should be definitely laid down in advance 
and publicly announced. Where it is found neces.sary to reduce 
the dockyard or arsenal of a particular town, it should be the 
duty of the Committee of National Development to endeavpur'to 
attract to that town alternative private industries. Instead of 
leaving derelict impertant sites, sidings, and buildings, these 
should be offered to new enterprises. With a population of skilled 
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workmen available on the spot, their houses in being, their muni- 
cipal and social requirements already met, the place should be 
more attractive to the founders of a new undertaking than start- 
ing afresh in some, undeveloped locality. The course we propose 
in this regard is no more than a special application of our general 
policy for the preservation and development of the national re- 
sources. It is not less necessary to save the towns that exist from 
being wasted than to promote the growth of new ones where the 
need arises. 

The development of the nation’s docks must be regarded 
from the national point of view. Conflicting claims and interests 
must be taken into account, but the whole dock system must be 
the best which can be devi.sed to serve the national interest. We 
suggest, therefore, that the Committee of National Development 
should examine the question as a whole and should in all cases, 
where desirable development is held up by financial difficulties, 
put forward a scheme to the Board of National Investment. 
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CHAPTER XXIV 

AGRICULTURE, FORESTRY, AND RECLAMATION 

T he future of British agriculture is a matter Which has 
received the exhaustive attention of the Liberal Party, both 
before the War and since. Far:reaching proposals in 
regard to it have been endorsed by the National Liberal Federa- 
tion, and there is no need here to go over in detail ground already 
covered by the Rural Report of the Liberal Land Committee 

1923-5-' 

Our task is to note and to emphasise the vital relationship of 
those proposals to the problem we are now considering. 

I. Agriculture’.s Intrinsic Importance 

Agriculture is still the most important industry in the country. 
The value of agricultural and horticultural land, including the 
farmhouses and buildings upon it, has been estimated for the 
year 1925 at £815,000,000. The working capital employed in 
agricultural production was at the same time estimated at 
£365,000,000. The value of the gross output of the land of 
England and Wales, i.e. that of the agricultural and horticultural 
produce sold to the non-farming community or consumed in 
farmers’ households, was officially estimated for the year 1925 at 
£225,000,000. The importance of this figure is illustrated by 
the value of the net production of some of our other staple indus- 
tries, as ascertained by the Census of Production in 1924 for 
Great Britain ^ : 

£ mtllums 

Coal 210 

Engineering . . ... .117 

Cotton spinning and weaving . , 82 

Iron and Steel .... 61 

^ The Land and the Nation — Rural Report, (Ilodder & Stoughton, 15.) • 

2 An actual comparison of the relative value of the output of agricufeure and 
other great industries is not possible : on the one hand, agricultural returns 
relate only to England rfnd Wales, and the figures of other industries to Great 
Britain as a whole ; on the other, the agricultural figure represents gross output 
and the other figures net output. 


318 



A G K I C U LTtJRfi, FORESTRV, AND RECLAMATION 


Its importance is no less strikingly shown by the figures of 
the employment it provides. Even in 1921, despite the heavy 
decline in agricultural employment in the last fifty years, agri- 
culture gave occupation to 1,232,000 men and boys and 107,000 
women, a total, that is, of over 1,300,000 persons.* This figure 
can be compared with the totals of persons employed in 1924 
in the great industries, e.g. 1,198,000 in coal, 588,000 in engin- 
eering, 517,000 in cotton spinning and weaving, and 303,000 in 
iron and steel. 

Nor does its importance derive only from the amount of the 
capital employed and the number of persons engaged. It affords 
employment which contributes to the health and well-being of 
the nation to a degree altogether out of proportion to the money 
profit which it returns. It is, therefore, an industry which 
should peculiarly be an object of national concern and atten- 
tion, the last industry which ought to be left to its fate with 
the lazy phrase, “ If it is not paying better let it go.” It is, of 
all industries, peculiarly dependent on the creation for it, by 
the nation as a whole, of the right economic environment. 

2. Agriculture and Imports 

There is, too, another aspect of the problem of British Agri- 
culture which, and the importance of which, is not sufficiently 
recognised, namely, that concerned with the balance of trade. 

In an Appendix to this chapter ^ will be found statistics of 
the excess of imports into the United Kingdom in 1924, 1925, 
and 1926 of food and other agricultural and raw products 
apparently capable, from a climatic point of view, of being pro- 
duced within the United Kingdom. There is, of course, room 
for some difference of opinion as to what precisely should be 
included in this category. We have tried to take a conservative 
view. After making all allowances, however, for margin of 
error, the figures are sufficiently striking. 

Taking the average of the three years 1924-6, the total 
excess of imports under this heading amounts to some £450.0 
million per annum (or about twice our home production). 
TakiiTg some of the details, the three-year average of the excess 

^ Domestic gardeners, included in the Census enuijieration under agriculture, 
are here excluded. 

^ Appendix ITT, pp. 339-40, 
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of wheat imports is some £66.0 million, wheat meal and flour 
£2.5 million, barley £8.5 million, and oats nearly £3.5 million. 
The corresponding figures for beef, mutton, and lamb are £53.0 
million, and pig products £51.5 million. For living cattle, sheep, 
and swine the figure is £18.5 million, fruit £11.5 million, cheese 
£14.0 million, eggs £18.5 million, and butter over £48.0 million. 
Even for potatoes we paid foreign countries, on balance, an 
average of £4.5 million, and for other vegetables £7.0 million. 

Comparison with our staple exports adds significance to 
these figures. The three-years’ average of our e:j^iorts of 
machinery of all clas.ses was £46.5 million, or £5.0 million less 
than our imports of pig products. If we lost all our export 
trade in machinery but rai.sed all our pigs at home, we 
should be better off from the point of view of the balance of 
foreign trade than we are to-day. Again, our total exports of 
coal, taking here the average only of 1924-5, was £61.0 million, 
or £5.5 million less than our imports of butter and eggs. The 
total exports of our greatest export industry, cotton yarns and 
manufactures (less the corresponding imports of raw cotton), 
were less than £74.0 million, or approximately equal to our 
imports of cattle, sheep, and meat. 

We do not, of course, suggest that we can ever hope to provide 
in this country all the food capable, from a climatic point of view, 
of being produced here. What we do submit is that by the Liberal 
policy of agricultural reform we might show much improvement 
on the present situation, and that any such improvement would 
bring a sorely needed contribution to our balance of trade. The 
way to meet a quasi-permanent falling off in demand for our 
exports lies obviously, in part, in less reliance on outside sources 
of supply. There could be no more effective method of achiev- 
ing this end than by the home production of a greater proportion 
of our food and raw material supplies. 

3. Agriculture and the Indu.strial Situation 

It will be seen, therefore, that it is of very great economic im- 
portance to restore and develop our agriculture by raising its 
efficiency and productivity, not merely from the point of view ®f 
the well-being of those engaged in it, but ajso from the ^ider 
point of view of tl\p industry and employment and general 
economic position of the country as a whole. The recent World 
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Economic Conference at Geneva laid stress on the economic inter- 
dependence of agriculture and industry. 

While this is true of the world as a whole, it is peculiarly 
true of this country in the situation with which it is at present 
faced. 

A healthy and progressive British agriculture would immensely 
assist the national situation in three main ways. 

In the first place it would ease the competition for employ- 
ment in the towns. For many years now the cream of the agri- 
cultural workers have been drifting into the towns, and by virtue 
of their superior physique, and possibly their greater docility and 
will to work, have tended to secure preference over the urban 
worker, who in consequence has gone to swell the pool of urban 
unemployment. And incidentally, unemployment of urban 
workers is worse than that of rural, because the urban worker 
is, as a rule, entirely dependent upon employment for his means 
of subsistence, whereas the rural worker can frequently avoid 
the demoralisation of complete idleness, and at the same time 
earn at any rate some livelihood by work in his garden or allot- 
ment and by intermittent employment of various kinds. To 
return, however, to our main theme: an increased return to 
British agriculture would be refiected in higher wages and in- 
creased profits and would offer the promise of a better and more 
secure career on the land. The effect of this would be to check 
the drift into the towns, and by permitting the absorption on the 
land of the natural increase of the rural population, to increase 
its numbers. This would be a real contribution to the un- 
employment problem, even if the movement did not extend to 
the reabsorption into agriculture of some proportion of present 
urban workers born and bred in agricultural surroundings. How 
far such rcabsorption might be anticipated wonld depend on the 
relative attractiveness of agriculture to urban industry, and this 
in turn would depend, in part (but only in part), on the relative 
fiiiancial prospects offered by agriculture, which in turn depend 
upon matters we have still to discuss. 

In the second place, the increased prosperity of the agri- 
cultural population, reflected in its increased purchasing power, 
wouM stimulate employment in all those other industries which 
supply the needs of the agricultural community. 

In another part of this Report, dealing' with the economy of 
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high wages, we have shown that the wages paid by an employer 
represent the purchasing power available for the goods sold by 
other employers. This is a particular instance of this general 
truth. The greater the real earnings of the agricultural popula- 
tion, the greater will be the prosperity not only of the country 
towns directly supplying their needs, but also of the industries 
manufacturing the goods sold there and railways and other trans- 
port agencies carrying these goods. 

Thirdly, as we have shown, increased agricultural production 
at home would ease the situation as regards the balancaof trade. 

Both, therefore, in its immediate and in its more distant effects, 
an improvement in our agricultural industry will have a very 
vital bearing on our unemployment problem and on our economic 
position as a whole. 

4. The Pre.sent Position of Agriculture 

Meantime, it is evident that this vital industry is in a most 
unsatisfactory condition. Other countries have been overhauling 
and passing us in yield of crops, in spite of the fact that we now 
only cultivate the best land, and that British agricultural research 
is certainly not behind that of the Continent. .Agricultural wages 
are the lowest accorded to any great group of workers, in spite 
of the very real degree of skill and exjieriencc required; and 
labourers are not being provided with such an opjiortunity as is 
provided in other countries for supiilementing their incomes by a 
system of small-holdings that can be attended to partly by the 
labourer in spare time, and partly by his wife. At the same time 
farmers, caught by the fall in agricultural prices at a time when 
great changes are being forced on the industry by the breakdown 
of the old system of landlord tenancy, arc involved in difficulties 
greater than any that have been experienced in modern times. 
Landlords themselves are increasingly unable to exercise their 
historic function of furnishing the industry with adequate capital 
for permanent work like farm buildings, cottages, and drainage, 
with the inevitable result that diminished expenditure on their part 
runs in vicious circle with decreased enterprise on the part of the 
farmers. Above all, in consequence of these things agriculture 
declines, home production falls and the rural workers drifts into 
the towns at a time when conditions make it urgently desirable 
that opposite tendenci* should rule. 
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In a report recently made by Mr. Lange, the Warden of the 
Smallholders’ School, Odense, Denmark, who paid a visit to Eng- 
land to examine the agricultural conditions here, there is the 
following passage which has a bearing on the situation : 

“ From land of far inferior quality and not much above 
one-quarter in extent as compared with England and Wales 
(43 against 151) we are able to export £56,000,000 worth 
of agricultural products, while the total production of Eng- 
lish agriculture is only £225,000,000. (Perhaps it also goes 
a little way towards explaining why the Danish death-rate 
is the lowest in the world.) ” 

To every ten square miles of land used for crops and grass 
in Great Britain there is an agricultural population of 282 persons. 
The same area of farm land in Denmark maintains 352, Germany 
416, Holland 576, and Belgium no less than 640. Each of these 
countries brings into some kind of economic use a larger pro- 
portion of its total “ soil-area.” Population on the land 
varies almost directly as the intensity of its cultivation. 
Intensive cultivation does not, as is often assumed, simply 
mean the substitution of market gardening for arable, 
pasture, or mixed farming. Danish agriculture, for example, is 
more intensive than English largely because more animals are 
kept, and arable land is used for stock-breeding. Belgian agri- 
culture, on the other hand, comes much more nearly to what is 
commonly thought of as intensive cultivation. But in all these 
other countries the common factor is that the land as a whole 
carries a much larger number of family farms, that is to say, 
holdings of a size which can be cultivated normally without 
reliance on hired labour. This economic division of agricultural 
land is both the cause and result of more intensive farming. 
Both it and intensive farming are due fundamentally to the 
conception that the primary use of land which is not required 
for building is for the production of wealth, not for amenity. 
If this conception w.ere restored in our own country, and if the 
same degree of efficiency in production and marketing were 
attained in agriculture as are recognised as necessary in the urban 
ihdn,stries, we could hope to occupy on our land a population 
bearing a higher ratio to agricultural area than the 1,330,000 
reported at the last Census. If our ratio of persons to agri- 
cultural area were as high as in Denmark, this i,330>000 would 
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become something like 1,700,000; if as high as in Germany, 

2.000. 000; in Holland, 2,750,000; or in Belgium, well over 

3.000. 000. 

In quoting these figures we must not be taken as suggesting 
that it is possible in a short time to raise the’ numbers of our 
agricultural population to these levels. We state them simply as 
showing the matter in a new perspective. It is. nevertheless, sig- 
nificant that a country like, say, Denmark, with poorer soil and 
climatic conditions than we enjoy, should be able to maintain an 
agricultural population relatively so much greater tl\an ours, 
though our farmers have at their doors the markets which the 
Danish farmers serve overseas. Furthermore, wherever the ex- 
planation is to be found, it is not in the lower standard of life of 
the Danish agriculturist, who both in living, in housing, in edu- 
cation, and in culture enjoys a standard which will bear com- 
parison with that enjoyed on farms of comparable size in Great 
Britain. 

But it is not necessary to rely upon illustrations from abroad. 
Experience shows that whereas in purely rural parishes generally 
the population has steadily dwindled, it has been maintained, and 
even increased, where smallholdings on any adequate scale have 
been established. As an illustration may be taken two groups 
of parishes, one in Lincolnshire, where the powers given by the 
Smallholdings Acts have been fully exercised, and one in Suffolk, 
where they have not. Three parishes in the Lincolnshire area 
show an increase in population between 1901 and 1921 of 8, 9, 
and 13 per cent. resi)ectively. Three parishes in the Suffolk 
area show a decrease in the same period of 21, 23. and 25 per 
cent, respectively. The Lincolnshire iiicrease has been secured 
in the face of notorious difficulties, and it is reasonable to 
expect that a much greater increase would follow from the adop- 
tion of the Liberal Land Policy as a whole with its schemes of 
credit supply, organised marketing, and transport reform based 
on a form of tenure which ensures good cultivation and gives 
security to the good farmer. Mr. Lange, whom we have already 
quoted, gives the parallel experience of Denmark. He says : 

“ We generally find that in the course of ten to fi^teeh 
years the population increases two to three times wherever 
a large farm of, ,say, 500-600 acres is cut up in thirty to 
forty .smaller ones.” 
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Numerous examples can be found in England of cases where 
enterprising farmers have taken over neglected farms and have 
doubled or trebled the amount of labour employed in a few 
years. 

The importance of increasing the number of such farmers 
and the number of such parishes as have here been mentiotied 
stands out against the background of dwindling population in 
our rural areas at large. County after county may be taken 
to illustrate the evil. In Oxfordshire, for example, in the period 
1871 to 1921 the number of persons living in rural districts 
remained constant, but the agricultural population declined from 
27,000 to 17,000, and the number of agricultural labourers from 
21,500 to 10,000. When full allowance is made for any possible 
changes in census classifications and for the effect of the 
Education Act of 1870, the decrease in this county, and 
indeed in every area which has remained mainly agricultural, 
is alarming. 

The census figures for individual villages tell the same tale 
even more clearly. In Bedfordshire, for example, the parish 
of Harrold had .shrunk from 1,119 in 1861 to 834 in 1921; 
Riseley from 1,026 to 600 ; Cranfield from 1,591 to 1,059; 
Houghton Regis from 2,169 1,435. Aloreover, with 

agriculture have dwindled those rural industries which 
formerly provided alternative or supplementary occupation for 
families living on the land. The effect of this is seen in its 
most telling form in a number of villages and little towns which 
fifty years ago were centres of local importance. In the parish 
of Cerne Abbas, for example, in Dorsetshire, a population of 
1,164 persons in 1871 was in 1911 reduced to only 51 1. In their 
local significance such instances of depopulation have probably 
no precedent since the Black Death, and we know of no parallel 
in other countries. 

It is no answer to say that these dwindling parishes have 
fallen out of the main stream of national life, and that methods 
of cultivation have changed. The fact to be faced is that the 
strength of these villages has been drained away into the over- 
full ^reservoir of town labour to cause increased unemjiloyment 
there, whilst simultaneously there is an actual shortage of labour 
even in those parishes which thin farming has depopulated. 
“ Not a man can be had to lay a hedge, build a wall, thatch a 
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rick, or even clean a ditch.” “ Roots are being smothered by 
weeds ; there are few shearers ; horses are idle — and this with a 
million and a quarter men unemployed.” 

We believe that the vigorous application of the Liberal Land 
Policy will, in the first instance, stop this flow of workers from 
the land, and in time make a substantial contribution to the 
diminution in the number of unemployed in the towns. 

The troubles of agriculture are partly due to causes which, we 
may hope, are temporary. Agriculture is perhaps our leading 
“ unsheltered industry.” At the present moment farming is in 
difficulties all over the world, and the position of our own 
farmers has been further aggravated by the fall of prices 
attendant upon the return to the gold standard. In a period of 
declining prices farming suffers with special severity by reason 
of the long time-lag in its operations. 

But while the situation of British agriculture has been made 
worse by certain temporary causes arising out of the War and 
its after-effects, the root causes of the decline, like the decline 
itself, are of long standing, and their effects are likely not only 
to persist, but to grow more pronounced, unless special steps are 
taken to counteract them. This essential fact Avas recognised by 
the Liberal Government before the \\''ar, and they undertook to 
deal with the problem by drastic measures. 

A policy which aims at the revival of agriculture forms a 
principal plank of the programme of the Liberal Party. It is 
not our intention here to repeat in detail the case made in The 
Land and the Nation and other recent Liberal publications for 
rural land reform. Our task here must be limited to bringing 
our agricultural policy into its proper relation to our general plan 
for the adequate and profitable employment of the national re- 
sources of capital and men. 

In certain fundamental respects the remedy for the present 
unsatisfactory position of British agriculture is the same as that 
suggested above in the case of our great export industries, namely 
the taking of such steps as w’ill secure' an increased net return 
per head of those engaged. This cannot be secured by any 
arbitrary increase in price. As in the case of the latter industries, 
its productive efficiency must be improved. ’ The resulting in- 
creased product per acre and per head will make possible a pro- 
portionately increased return to those engaged, whilst at the same 
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time leading to an increase in the area under cultivation and to 
an increase in the numbers engaged. 

Again, as in the case of industry, this Increased productive 
efficiency will come from better and more advanced methods — 
more intensive cultivation — ^and this will call for adequate 
credit. Credit facilities therefore form an essential part of our 
proposals. 

There is another source from which the agricultural pro- 
ducer, like the industrialist, can draw, but to a much greater 
extent than the latter. That source is the altogether too wide 
margin which exists between the price received by the agricul- 
turist and that paid by the ultimate consumer. 

In part this margin will be reduced, and the resulting saving 
be secured to the farmer, by the improvement and cheapening in 
transport made possible by the adoption of our proposals in regard 
to roads. This, it should he noted, can be expected to include 
some appreciable reduction in cost of rail transport, in part due 
to the compelilion of road transport, and in part made possible 
by the large-scale feeding of the railways by that transport. This, 
however, is only part of the remedy. There will still remain the 
arbitrary power of the middleman and the altogether unreason- 
able tribute levied as a result of that power. Fundamental to 
agricultural regeneration is a great policy of organised marketing, 
which will at one and the same time secure to the agricultural 
producer a higher ])rice for the fruits of his toil and enterprise 
and to the consumer a cheaper and more ample supply of home- 
produced food. 

Finally, an essential foundation for the carrying out of these 
proposals is the assurance to the farmer of a real security of 
tenure. Without this, credit facilities will be of only A^ery partial 
value, while the savings resulting from improved marketing may 
be appropriated by the landlord. 

Any agricultural policy appropriate to our present needs must 
therefore cover these three things — credit, organised marketing, 
and security of tenure. 

5. Security of Tenure 

First in order we put the question o^ tenure. This matter 
is dealt with in detail in the Reports of the Land Inquiry Com- 
mittee and there isr no need to repeat that detail here. It is 
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necessary, however, to emphasise that a change in the 
conditions of land tenure is essential to that restoration and 
development of our agricultural life which the present situation 
demands. Unless the cultivator can feel assured that the rewards 
of the skill and toil and expenditure which he may invest in the 
land will accrue to him and his, the most skilful and far-reaching 
schemes of credit and marketing will avail little. W<^ are not 
discussing this matter now from the point of view of justice, 
hut simply from that of business. Tt would not be bu^nesslike 
for a cultivator, for example, to arrange for credit and to invest 
capital in improving the land so long as he knew that at short 
notice the resulting iniproA’ement in his holding might, to all 
intents and ptirixises, be taken from him by an increase in rent 
or a sale of his land at the new level of value which he had 
created; any more than it would be businesslike to advance any 
substantial credit on such poor .security. These two things, the 
raising of rent and the sale of his land at a value which he 
himself has created, are the twin fears ever before the cultivator. 
So long as they remain, it is unreasonable to expect him (or his 
banker) to follow more than a hand-to-mouth policy. Kcally 
valuable programmes of improvement, whether in business or in 
agriculture, must be carried out over a period of years. It is 
unreasonable and unbusinesslike to expect a fanner to risk toil, 
thought, and capital on the security of a yearly tenancy. In the 
old days, even if the farmer was a yearly tenant or a tenant 
under a short lease, he had in fact a practical freehold. The 
old landowning families had a high tradition in such matters 
and Avere able to respect that tradition. Noav, changed con- 
ditions and the rapid breaking up of the large family estates 
have created a fre.sh sense of in.security. Recent legislation has 
given larger rights to compen.sation for disturbance, but it has 
not gone to the roots of the trouble. 'I'he intrinsic insecurity 
of annual tenancy is now aggravated by the disintegration of the 
old system of landlordship. A right to compensation for dis- 
turbance is not sufficient to giA-^e free play to the incentiv^e towards 
full cultivation of the land. Moreover, if a farmer buys the 
freehold of his land, he denudes himself of his floating capital 
and burdens himself with interest, whilst as security for additional 
loans he can only offer the poor security of a second mortgage. 
The inevitable result is the prevalence of poverty-stricken and 
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unenterprising farming just when higher production from the 
land and larger population on it are for national reasons most 
urgently required. 

It is true that an improvement in land tenure will in itself be 
insufficient; but it forms an essential foundation to any policy 
designed to revivify the rural life of the nation. With security 
of tenure, the good cultivator will be encouraged to develop the 
full possibilities of his land, both as regards production of food 
and emidoyment of labour. With the existence of such security, 
the last excuse of the bad cultivator will be gone and he will have 
to make way for better men. Security of tenure, tben, is the 
foundation of our projjosals. 

6. Credit for Agriculture 

Our second main proposal relates to the machinery for the 
supply of agricultural credit. We have already emphasised the 
importance to agriculture of an abundant floAv of new capital. 
We do not under-estimate the services to agricultitre ren- 
dered by the Joint Stock Ikinks. lint, on the other hand, 
we are not blind to the limitations of a banking .system 
coiLstructed primarily and mainly for the needs of urban 
industry. I'lie decaying landlord system was, in effect, this 
country's system of agricultural banking. In other countries 
where landlord tenancy has not been established specific systems 
of agricultural banks, land banks, or co-operative credit have 
grown up to place agriculture on something like an economic 
parity with other industries. 

We proj)osc. therefore, that the Board of National Investment 
.should be authorised to advance funds to duly recognised organisa- 
tions for agricultural credit, whether they take the form of co- 
operative credit banks, land mortgage banks, or agricultural banks, 
rhe time to constitute a sound and adequate system of agricul- 
tural credit has certainly come. y\ variety of experiments should 
be encouraged. There are three main types of credit to be pro- 
vided for : 

Hrst, Long Term Credit, for woi'ks of major importance 
remunerative in the long run, too slow in ^coming to fruition to 
be undertaken by tenant farmers and increasingly beyond the 
scope of landowners; 
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Secondly, Trading Credits, to finance the turnover of stock 
and crops, and 

Thirdly, Commencing Credit, to enable new farmers, particu- 
larly smallholders and family fanners, to stock and equip their 
holding's. 

Commencing Credit will be peculiarly the charge of the County 
Agricultural Authorities which the Liberal Land Poliejr proposes 
to set up. Pending the formation of such ad hoc Agricultural 
Local Authorities, the Smallholdings Committee of th^ County 
Councils, which already have power to grant loans to smallholders 
established by them, would operate any scheme brought into being. 
The administration of Long Term Credit would also be the func- 
tion of the County Agricultural Authorities, which would take 
over and develop tlie work of the Lands Improvement Company. 
County Councils or County Agriculliiral Authorities would, for 
the purposes of these credits, be in direct contact with the Board 
of National Investment. Trading Credits are a different matter. 
The machinery found most flexible and most reliable for this 
purpose has in all countries been the Co-operative Credit Associa- 
tion. We propose that further efforts should be made to make 
Co-operative Credit Banks as important and as successful in this 
country as they have been elsewhere, and that encouragement 
should be afforded to the formation of such Banks by County 
Agricultural Authorities, by local ad hoc associations and partly 
through the formation of stihsidiaries for this special purpose 
by the existing Joint Stock Banks. We doubt whether such 
institutions, however soundly conceived, would be in a jwsition 
to appeal successfully on a sufficient scale to the private 
investor, and therefore we propose further that the Board of 
National Investment should be authorised to advance funds to 
all such properly constituted organi.sations. The terms of these 
advances would be proportional to the risk involved. For example, 
to subsidiaries of the “ Big Five,” or to Local Government 
authorities with the security of the rates behind them, the charge 
should be the lowest possible, say under existing conditions 4I 
per cent. Such in.stitutions might become in time a substantial 
element in the whole financial organisation of the country. The 
alternative would be, to create an Agricultural Bank on lines 
adopted successfully ' in other countries. The establishment 
of such a bank, if it were found desirable, would 
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clearly fall within the scope of the Board of National Invest- 
ment’s activities. 


. 7. Marketing 

Our third proposal relates to Marketing. The wholesale 
prices of agricultural produce have stood for years past at a 
lower level than the wholesale prices of the commodities which 
the farmer has to buy. This difference in price-level is largely 
the result of world-causes, which neither the individual farmer 
nor the Government of this country can control. But the gap 
between the price that the producer gets for what he has to 
sell and the price paid hy the consumer for those same commodi- 
ties is unjustifiably wide, and there is immense scope for an im- 
provement in marketing methods which will enable the producer 
to get for his produce a price which is not only a larger share 
of the consumer’s pa5mient but w'ill cover adequately the legiti- 
mate costs of production. The Linlithgow Committee, which 
made an exhaustive survey of the marketing of home-grown 
agricultural produce, came to the conclusion that “ the spread 
between the producer’s and the consumer’s prices is unjustifiably 
wide ” and that “ taken as a wdiole, distributive costs are a 
far heavier burden than society will permanently consent to 
bear.” It is unnecessary to multiply instances of the producer 
obtaining a ridiculously small proportion of the retail price of 
his goods. Milk prodticcrs, for example, arc in a better position 
than other producers, inasmuch as a collective bargain has been 
made on their behalf by the National Farmers’ Union, but at 
the best the producer gets i^. in summer and i.v. 4'|d. in winter 
for milk which is retailed at 2S. and 2^. 4d. In other cases 
the milk producer, after paying ^d. a gallon to the purchasing 
company for collection, gets only 6}d. a gallon for milk which is 
sold at 6d. a quart in the nearest town, that is, at four times 
the producer’s price.. The producers of other food.stuffs, by 
whom or on whose behalf no collective bargain has been made, 
are at the mercy of forces .and processes entirely beyond their 
cofitrol. Of hundreds of extreme cases of hardship to con- 
sumers, a few instances may be given here. The first, reported 
in the House of Commons in May 1927, iaof a consignment of 
2,250 Ib. of cabbages sent from Worcestershire to Covent Garden 
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market; the calibages were retailed at i|d. apiece; the growers 
received nothing in return but a debit note for 3^. 6 d. The 
second may he taken from the Linlithgow Committee’s Report: 
a sale of tomatoes by a British grower, the consumer being 
charged ij. 3d. per lb., and the producer receiving ^d. per lb., 
the cost of distribution accordingly being two-thirds of the con- 
sumer’s price. To these may be added an instance quoted 
in the recently published The Farmer and hii Market 
by the Land and Nation League : a Malvern gr'pwer ob- 
tained £3 lys. gd. for high-quality dessert apples' properly 
graded and packed, for which the consumer paid £27 
The cost of transport is an important clement in the .spread of 
prices. We note, for example, in another recent publication. 
The Economy of a Norfolk Fruit Farm, 1923-6, published by 
the University of Cambridge Department of Agriculture, that 
the agriculturists who are struggling to develop strawberry 
growing in Norfolk can only send produce at passenger-train 
rates. It is unnecessary for us to go into the question at length, 
particularly because the whole r[uestion has been handled in a 
report on the whole marketing question by the Land and Nation 
League in The Farmer and his Market. We would emphasise 
only that the development of new possibilities of motor transport, 
running over an improved road system and working in close 
conjunction with the railways, is so essential to the revival of 
the life of the countrysitle that it would be justifiable for the 
State, in our ojiinion, to run certain financial risks during an 
official experimental period. Complementary to these arrange- 
ments for distribution from the farm would be those for the 
supply to the farm of the machinery, artificial manures, and 
other things required for its needs. 

The ijroblem of selling is more difficult. We should like to 
see Central Selling Organisations set up in every district which 
would contract with the producer for the purchase of the whole 
of his output at stated prices or at prices bearing a fixed relation 
to the prevailing retail price. Our object would be to relieve the 
producer of ail responsibility for bargaining, and, so far as 
possible, from anxiety as to the course of i)rices during the 
season. Co-operative organisations must play a large part in 
any scheme. The producer, who is inevitably an isolated economic 
unit, must acquire the power of collective bargaining. But even 
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the power to bargain collectively is not enough. American and 
other experience tends to prove that there must be some control 
by the producer or in his interest of the actual process of dis- 
tribution. The right method, in our view, is to establish business 
organisations, preferably public concerns, to handle each im- 
portant group of agricultural commodities. Such bodies could 
eliminate much of the material and economic waste which at 
present occurs between the farm and the retail counter, and would, 
we believe, give the producer a fair and remunerative share of the 
price which the consumer pays. 

As aids of a secondary but none the less important character 
we suggest that the Post Office should reconsider its charges for 
extending telephones to country districts with a view to their 
more general use, so that producers can be in close touch by 
telephone with collecting and marketing organisations. We 
suggest also that plans for the electrification of rural areas should 
be pressed forward wherever possible. 

By this means, on the basis of the Liberal Party’s proposals as 
to land tenure, we should hope to create an environment in which 
the types of intensive cultivation, so successfully pursued else- 
where, could become a leading feature of every part of Great 
Britain where the soil and other conditions were suitable. With 
credit facilities, transport facilities, and .selling facilities, combined 
with security of tenure, cost of production would be reduced 
simultaneously with the securing of an increased ])roportion of 
the ultimate price to the consumer. A few years of successful ex- 
periment on these lines would cause the agricultural tide to turn. 
The rural pojjulation would cease to decline and begin to grow 
again, and, as an incidental but exceedingly valuable consequence, 
the cutting out of the present excessive costs of distribution would 
bring to the urban populations the fresh agricultural produce of 
their own countrysides in greater abundance and at a cheaper 
price. In creating the right conditions for agricultural prosperity 
lies waiting a great opportunity of adding to the purchasing power 
of the whole community. 

A fact of utmost seriousness in relation to British agriculture 
is fliat, it will emerge from the present depression with its power 
of future production’impaired, whereas the agriculture of other 
countries of North-western Europe, thanlts to better internal 
organisation, sounder psychological foundations, and general 
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national organisation on its behalf, will (it may safely be prophe- 
sied, on the history of previous depressions) be in a position 
actually to increase its output. Given equal advantages of soil 
and climate, a country which has very large and wealthy markets 
situated close to its agricultural areas should be peculiarly well 
able to make high farming pay. Our country pre-eminently has 
that advantage. Almost at the farm gates of Great Britain 
lie the markets which it is the ambition of agriculturists through- 
out the world to serve. So far from being handicapped by soil 
and climate, the British farmer is favoured. Yet the productivity 
of English land remains stationary, while, thanks to the develop- 
ment of scientific methods, the productivity of other agricultural 
land in Europe continuously increases. Instead of having fewer 
persons employed to every hundred acres of agricultural land than 
other comparable countries, we should have more. The restora- 
tion of British agriculture will take time. All the more reason 
that it should begin at once. The first thing is to stop the drain 
from country to town. That in itself would do something to 
mitigate unemployment in the towns by reducing competition of 
country-bred migrants with town-bred workers. 

8. Ri-xlamation .^nd Drainage 

“ Hundreds of thousands of acres of what might be 
valuable and productive laud, both above and below high- 
tide mark, are left derelict for want of the labour and energy 
necessary to reclaim them from the dominion of river and 
sea and to bring them under cultivation.” 

This statement of fact is taken from a leading article in The 
Times of a year ago, and the writer — in a mood which must be 
induced by any clear-sighted study of the facts — goes on to point 
to the very different attitude towards wasted land adopted in other 
countries of North-western Europe, where dry land is deliberately 
preferred to marsh and lagoons. 

“ It is difficult to look across the North Sea to the Zuyder 
Zee and Haarlem Meer without registering the uncomfort- 
able thought that, in spite of the fact that they have not th’ere 
our inexhaustible reservoir of unemployed labour from which 
to draw, they minage to do these things very much better in 
Holland.” 
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It is startling that Great Britain alone should lack any con- 
tinuous policy for reclaiming land, or even for preventing land 
becoming waterlogged and useless. To bring into productive 
use every acre capable of being farmed at a profit would seem 
to be a rudimentary principle of national policy throughout the 
civilised world. Holland at the moment, with its gigantic scheme 
of colonising the Zuyder Zee, stands out as an example; but this 
is not a sudden outburst of activity, it is part and parcel of a 
continuous policy by which, in the last twenty-five years, that 
country has reclaimed 250,000 acres. To take other examples: 
Belgium has in the last sixty years reclaimed half a million acres. 
Denmark, of whose small territory sixty years ago one-fifth was 
waste, has reclaimed just on one million acres for agriculture 
and another half a million acres for forest. Italy has in hand 
the reclamation of no less than 1,750.000 acres. All these 
countries have profited by the experience of the past and are 
stimulated by knowledge gained in practice of the essential value 
of reclamation. In Great Britain, on the other hand, the area of 
productive land has actually been allowed to decrease. The recent 
“ Census ” of agriculture taken by the Ministry of Agriculture 
reported that in addition to land in want of field-drainage there 
are over a million acres of I'.nglish land urgently in need of 
drainage, and that a further 500,000 acres can be “ improved ” 
by drainage. 

Another authoritative estimate contained in the Report of the 
Royal Commission on L.and Drainage in Dngland and Wales 
(December 1927) states that the productive value of no less 
than 4,362,000 acres of land, that is approximately one-seventh 
of the total agricultural area, is dependent for its fertility on 
arterial drainage, and that 1,279,000 acres suffer from flooding 
caused by defective or obstructed arterial channels. The Report 
of this same Commission on Drainage, while it calls attention 
to the serious need fof land drainage, to the steady worsening of 
tlic position, and to the prospect that under present arrangements 
more and more land Will as the years go on become waterlogged, 
could come to no more dynamic conclusion than that the argu- 
ments in favour of national expenditure upon land drainage are 
cogents that in many continental countries the State recognises 
that it cannot afford to lose through waterlogging a valuable 
national asset, but that “ until the State is prepared to accept due 
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financial obligations, very little progress can be made . . . towards 
the realisation of the ideal of an efficient system of arterial 
drainage.” The whole argument of this book is to present to 
the public a practical alternative to so impotent a conclusion. 

We believe that much of the land thus lying waste could be 
reclaimed with every prospect of almost immediate economic 
return on the expenditure incurred. The reclamation of some 
of the rest of the land would be a paying propositi,on in the 
long run, but arrangements would have to be made to carry 
the enterprise over the first unproductive years. But i^ reckon- 
ing the cost of reclamation it is of vital importance to take into 
account not only the expenditure that must be incurred in the 
actual work of reclamation, but the expenditure which is now 
being incurred in relief of unemployment. We might add that if 
Holland had not, over a long term of years, increased the pro- 
ductive area at the disposal of its people, it might well have an 
unemployment problem of a gravity comparable to our own. 

9. Afforestation 

To afforestation only a brief reference need be made, as the 
case for it is very largely contained in what has already been said 
about reclamation. 

Before the War the Royal Commission on Coast Erosion and 
Afforestation estimated the land in Great Britain which could be 
afforested at 8,500,000 acres. During the War an immense 
quantity of timber was cut and not replaced. The Forestry Com- 
mission set out in 1919 to plant 150,000 acres in ten years. So 
far less than 70,000 acres have been planted, and the latest report 
of the Commissioners indicates that the total area of woodland 
in the whole country is now less than 3,000,000 acres. Of this 
total area less than half is reasonably productive; of the rest, 
733,000 acres being “ coppice of little value, or amenity wood- 
land definitely uneconomic.” On the other hand, the experimental 
work of the Commission, while it has not yet proved whether 
afforestation on certain kinds of land is an economic proposition, 
has proved that “ large areas formerly considered uni)lantaJjle 
may now be afforested with success.” 

If this tale of neglect were not .so familiar it would indeed be 
startling. France in the last century has added to its afforested 
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areas no less than 3,000,000 acres, that is to say, as much as the 
whole of the existing woodlands (economic and uneconomic) of 
this country. Germany in the last fifty years has added a million 
acres. Denmark has doubled her forest area in the same period. 
Belgium has very largely increased her forests. We, in fact, have 
the unhappy distinction of being the only country without a 
consistent policy of forest preservation and extension. Yet the 
need for such a policy is at least as strong here as anywhere else. 
In proportion to the area of land at our disposal, we have the 
largest and most constant demand for timber. The shortage 
of the supply of timber throughout the world is a commonplace 
business experience. We are importing timber products to the 
value of £40,000,000 to £50,000,000 per annum. The sources of 
supply throughout the world are diminishing. The demands of 
other countries upon the forests of the northern hemisphere con- 
tinue to increase. 

The case for a vigorous forest policy is unanswerable. Even 
if there were no unemployment problem to be faced, the need 
for a national policy of afforestation would be great. Inertia 
and the lack of that driving force which it should be the function 
of the Government to supply in a problem of this magnitude are 
responsible for our backward condition. Climatically we have 
ail the advantages. Wales has been referred to as having the 
ideal climate for timber-growing, and yet there are half a million 
acres of unafforested land in Wales within a few miles of coal- 
pits which create an incessant demand for pit props, and which 
now depend almost wholly on timber imported from abroad. 

To quote one authority, Sir Herbert Matthews, Secretary of 
the Central Chamber of Agriculture, speaks of the timber position 
as being “ extremely grave.” The process of afforestation pro- 
vides work. Forest holdings are an admirable type of land 
settlement. In afforested areas rural industries of the best type 
may thrive. 


10. Rural Industries 

* i^efore we conclude this section dealing with agriculture and 
its sub-heads of Reclamation, Drainage, and Afforestation, we 
would emphasise that we have in mind not only the work w'hich 
can be provided immediately by a comprehensive campaign for 
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land betterment, but also the permanent employment which would 
result from reconditioning the land. A thinly populated and dis- 
couraged countryside is in itself a cause of unemployment. A 
thorough-going policy of draining land now under-used for agri- 
culture would largely increase the amount of food produced and 
the number of families maintained. The actual work of reclama- 
tion would employ for some years a small army of men and, on 
the land thus redeemed, many families could be settled. The 
reafforestation of many areas in which the woods have, been cut 
down without consideration for the future will save a, number 
of local industries — some of them rural, some of them carried on 
in considerable centres of population — from extinction. The 
afforestation of other areas from which the timber has long since 
been cleared would bring new local industries into existence and 
would create alternative and subsidiary employment for small- 
holders and their families. 

The development of rural industries should be in itself an 
object of national policy. In Germany, since the time of Bis- 
marck, who saw clearly the dangers of over-centralising industry 
in urban areas, the fostering of rural industries has been a de- 
liberate object of national policy. Other European countries have 
taken care to preserve those industries which are subsidiary to 
agriculture, and we believe that even in an age of mass production 
and mass advertisement there is abundant scope for the redevelop- 
ment in this country of crafts and manufactures which depend 
primarily on local raw materials or serve a specialised need. In 
this connection has to be considered the provision of cheap elec- 
trical power in rural areas, cither from the great power stations 
or, in suitable hilly areas, from locally generated power. The 
case is obvious and we would refer here only to this interconnec- 
tion as reinforcing the case for giving charge of the development 
of our national resources to such a Committee of National De- 
velopment as we suggest. Concentration of population in and 
around the coal-pits, mines, and quarries, or, as is happening 
now, on the fringes of great popular rharkets such as London, 
is in the long run detrimental, not only to health, but to pro- 
duction itself. • 
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IMPORTS (LESS EXPORTS i) INTO UNITED KING- 
DOM OF MAIN FOOD AND OTHER AGRICULTURAL 
AND RAW PRODUCTS APPARENTLY OF THE KIND 
WHICH CAN BE PRODUCED IN THIS COUNTRY 

Values — £i,ooos 
Class I 



1924. 

1925. 

1926. 

Group A, Grain and Flour. 

Wheat 

Barley ..... 

Oats 

Maize 

Peas, not fresh .... 
Wheatmeal and flour . 

68,521 

12.051 

4.082 

16,376 

1.373 

2.779 

66,899 

8,174 

3 i 497 

12,177 

1,297 

930 

62,788 

5.056 

2,849 

11,419 

1.427 

4.869 


105,182 

92,974 

88,408 

Group B. Feeding-stuff s for Animals. 
Corn oSals • . . . 

2.914 

2,264 

1.459 

Group C. Meat. 

Beef \ 

Mutton and lamb . . . J 

Pig products .... 

Rabbits, etc 

Poultry and game 


1 


49.574 

47.045 

2,636 

1,858 

57.274 

54.696 

2.550 

2,404 

52,497 

52,429 

2,101 

2,467 


101,113 

116,924 

109,494 

Group D. Animals, living, for Food. 

Cattle 

Sheep and lambs 

• Swine 

18,890 

1.741 

1.159 

j 

15.607 

1,191 

613 

13.838 

1,319 

1,678 

• 

21,790 

• 

17.41 1 

16,835 


1 Including re-exports. 
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APPENDIX III — continued 

Class I — continued 



1924. 

“ 1925. 

1926. 

Group E, Other Food and Drink. Non- 




Dutiable. 



; 

Butter ..... 

47.742 

50,038 

46,330 

Cheese ..... 

13.213 

14.771 

\ 13.541 

Eggs — in shell . . . . 

15,228 

16,400 

\ 15.292 

,, — not in .shell 

2.524 

2 ,5f>l 

2,879 

Fish, fresh or frozen, cured or 




salted, excluding canned 

- 4^143 

- 3.030 

— 2,293 

Fruit (capable of growth in LTnitod 




Kingdom) 

11.523 

10,100 

13.014 

Flops ..... 

425 

2^0 

~ 314 

Milk, condensed, not sweetened 

1,104 

832 

905 

Vegetal)! es —Potatoes . 

5.058 

4,406 

3.368 

„ — Other 

0,606 

7.474 

7.425 


99,280 

103,782 

100,147 

Group F. Other Pi oducts. Dutiable. 




Sugar ..... 

41.237 

31,628 

24.445 

Milk, condensed, sweetened . 

4.127 

3.609 

3.441 


45.304 

35.237 

27,886 

Grand Total, Class I . 

375.('43 

368,592 

344.229 

Class II — Raw 

Materials 



Group E. Wood and timber 

40,72b 

45.031 

37.947 

Group G. Wool— -raw : Sheep and lamb 

33.377 

34.351 

3^.263 

Group I. Flax and flax tow 

4.559 

3.405 

3.283 

Group K. Hides and skins — undressed 

6,298 

5,601 

5.216 

Grand Total, Class II 

93.900 

88,388 

77,709 

Total, Classes I and II 

469,603 

456,980 

42J.938 


* Apples, apricots and peaches, cherries, currants, gooseberries, pears, plums, 
and strawberries. 


Compiled from the AnnH($l Statement of the Trade of the United Kingdom, 1926, 
vol. i. 
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CHAPTER XXV 


THE PROBLEM OF THE COAL INDUSl'RY 

W E have so far been dealing with the development 
of industry in general, and have surveyed the 
possibilities of stimulating national development 
in various ways with the object of increasing the demand 
for labour. But there is one industry whose problems 
are so large and which has in recent years been so dis- 
turbing an element in national economic life that it demands 
separate treatment. It is no exaggeration to say that if the coal 
industry could be reorganised on an efficient and stable basis, if 
its surplus workers could be provided for and unrest in thq 
mining areas appeased, we should have gone far to solve our 
difficulties. Coal is the foundation on which our industrial life 
has been built up; it still gives employment to one in ten of all 
the men engaged in industry; it is much the most important 
single raw material which we produce in the British Isles; and on 
it depends not merely the older estaiblished metallurgical industries 
such as iron and steel, shipbuilding and engineering, but also the 
newer electrical and chemical industries which are destined to 
play a leading role in our industrial future. Yet the coal industry 
has suffered most conspicuously from unemployment and has 
been the chief battlefield of industrial warfare. 

It is not necessary to survey the problems of the coal industry 
in any detail, for they have been exhaustively examined by the 
Sankey Commission in 1919, by the Macmillan Committee of 
192^, and by the Samuel Commission in 1925-6, as well as by the 
Committee of Liberals who published Cogl and Power in 1924 
in the attempt to stave off the catastrophe which fell in the fol- 
lowing year. 
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I. Special Problems of the Coal Industry 

The industry’s problems may be briefly summarised as fol- 
lows : 

The main cause of the present troubles of the coal industry 
is the expansion of the capacity for coal production throughout 
the world, the stagnation of world-demand for coal, and the con- 
traction of the market for British coal. Though there has been 
a great extension of industry throughout the world il^ the last 
fifteen years, the world’s consumption of coal has remained almost 
stationary. According to statistics published by the League of 
Nations, the world’s production of coal in 1913 was 1,213,000,000 
metric tons. In 1924 it was 1,188,000,000 metric tons, and 
the production for 1925 was about the same. In the first eight 
months of 1927 production in twelve countries, which account 
for over 90 per cent, of the world’s output, amounted to roughly 

783.000. 000 tons. In 1913 Great Britain produced 287,000,000 
tons and employed 1,105,000 coal miners. To-day she is pro- 
ducing only at the rate of 250,000,000 to 260,000,000 tons a 
year, and the number of men enumerated as miners is about 

1.200.000, of whom less than a million are in actual employment. 
The contrast between the present state of the British coal in- 
dustry and that of the rest of the world is all the more marked 
when it is realised that in the last eight months of 1927 
the production of coal in France, Germany, Belgium, the 
Saar, and the United States was at a distinctly higher rate 
than in 1913. 

This stagnant condition of the world-output of coal is the 
result partly of more economical methods of using fuel, partly 
of the immense development in the use of oil both for firing 
boilers and in internal-combustion engines, and partly of the 
increased use of water power and of lignite. No statistics are 
available to show the effect of economy in the use of coal. The 
World Power Conference of 1925, however, produced figures 
showing that at that time water-driven electrical plants developed 
nearly 10,000,000 h.p., and estimated that further development 
that might be contemplated amounted to 65,000,000 h.p. In I914 
the gross tonnage of ijiotor-ships was only 234,000 tons and of 
ships fitted to burn either coal or oil fuel only 1,310,000 tons. 
In July 1927 these figures had risen to 4,271,000 tons and 
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18482,000 tons respectively. In July 1927 the total steam and 
oil-burning tonnage recorded at Lloyd’s were as follows: 

Gross Tons. 

Coal-burning' only .... 40,515,000 

Motor-ships, and ships burning either 

oil only, or oil and coal . . . 22,752,000 

Again, there has been an immense development in the use of 
lignite, especially in Germany. It would be easy to produce other 
figures, but these are ample to substantiate the fundamental fact 
that coal is losing its old predominance as practically the sole 
source of power in industry, and has new conditions to face which 
did not exist before the War. 

The difficulties of the British coal industry which arise from 
the operation of these world-wide factors have been enhanced by 
special problems peculiar to Great Britain. The long period of 
control during the War and its abrupt termination in 1921 lowered 
the standard of efficiency to an extent which in itself increased 
the cost of coal per ton. Since the War many European countries 
have pursued the policy of developing national resources so as 
to become as nearly as possible self-supporting in the production 
of coal and the generation of power. In Britain itself the export 
trade in coal has been greatly handicapj)ed in some cases by higher 
costs, such as those due to increased local rates which were im- 
posed upon it by increases in public expenditure, and those due 
to the higher wages paid in sheltered industries. The result of 
all these diverse factors in the export market has been materially 
to reduce the volume of exports of British coal. Thus whereas 
exports of coal, coke and manufactured fuel, and bunkers 
amounted in 1913 to 98,000,000 tons, or more than a third 
of the national output, in 1925, despite the subsidy, they were 
only 71,500,000 tons. In 1927, in spite of lower wages and longer 
hours, they still only* amounted to 72,000,000 tons. 

The British coal industry has suffered to an unexampled 
degree from antagonism between the mine-owners and the 
miners. We need not attempt to assess the degree of responsi- 
bility of the two sides. But, speaking broadly, the mine-owners 
have been reluctant to face the necessit)^ for reorganising the 
industry to meet new conditions. They have kept alive low- 
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efficiency mines which ought to have ceased production. They 
have done little to promote amalgamation of mines for produc- 
tion, or, scarcely less important, to create selling combina- 
tions which would stabilise prices or enable them to deal with 
foreign competitors. They have preferred to attempt to main- 
tain the scale of industry by a process of ruthless competition, 
only possible by forcing the standard of living of the miners to 
a minimum (Sir Adam Nimmo in the Observer foi[ July 24, 

1927)- . . . \ 

The Miners’ Federation has been no wiser. Obsessed by 
the dogma that nationalisation would solve all difficulties, it 
has disregarded economic facts and economic law altogether. In 
1919, after the Sankey Commission had reported, the Coalition 
Government made sweeping proposals for nationalising the 
minerals, for the amalgamation of the mines, and for giving the 
miners a voice in controlling their own conditions of employ- 
ment; the men turned the offer down. In 1920 Pit Committees 
tvere proposed to he set up under Part IT of the Mining Industry 
Act; and the miners refused to operate them. Later on, when 
the miners saw their mistake, the owners, who had originally 
accepted the idea, refused in their turn. In 1921, though the 
Sankey award on hours and wages was fully conceded, the 
Federaticm led the miners into a prolonged strike for the “ pool ” 
— a device which, if it had been adopted, must have ended in 
economic disaster. In t() 26, despite the evidence produced hy the 
Samuel Commission and the advice of the d’radcs flnion Con- 
gress leaders, it persisted in a calamitous stO[)page on a programme 
economically impracticable unless the lial.)iiity for an immense 
and continuing subsidy were imposed on the taxpayer. It 
has sought to solve the problem not by ])lacing the industry on 
a sound economic basis but by trying tf) make the good mines 
carry the poor ones, and .so intensifying those economic burdens 
from which the industry must be freed if it is ever to recover 
liealth. 

We have emphasised the mistakes, now obvious to everyone, 
which have been made in recent years by both owners and miners, 
but the responsibility which the Government of the day jntfst 
hear for its contribution towards the difficulties of the coal in- 
dustry is also grave. •The j)olicy which was pursued throughout 
the spring and summer of 1925 and which ctilminated in the 
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coal subsidy; the failure to carry out the recommendations of 
the Samuel Commission; and the weak and irresolute handling 
of the coal stoppage of 1926 which caused it to last many months 
longer than need have been the case — these facts can be neither 
overlooked nor fcfrgotten. 

Despite the changed conditions there is nevertheless no reason, 
in our judgment, for pessimism about the future of the coal- 
mining industry on a scale suitable to the new conditions, if 
mine-owners and miners are willing to co-operate intelligently 
together and if the State will use its ultimate powers with 
sufficient vigour. The coal industry is in a state of transi- 
tion. If it is to be in a position to pay good wages and give 
full-time employment to its workers, and to maintain production 
at not less, and if possible at more, than the present figures, cer- 
tain conditions are necessary. 

The first is that the producing units of the industry should 
be reconstituted, so as to secure the highest standard of efficiency 
and economy in production. This involves, in a large number 
of cases, the amalgamation of independent collieries. It involves 
also the closing of a number of poor and inefficient mines. 

The second is the remedying of the legitimate grievances of 
the miners, so as to ensure that close co-operation between em- 
ployers and employed which is in itself a prime factor in 
efficient production. 

The third is the better organi.sation of transport and sale. 

The fourth is the encouragement of more scientific methods 
in the utilisation of coal. 

In addition it will be necessary to adopt special measures 
to meet the present emergency that arises from the presence in 
the industry of an excess of workers. 

2. The Labour Scheme of Nation.\lisation 

Rut before proceeding to formulate the specific measures 
that are needed for carrying out this policy, it is necessary to 
consider the alternative that is offered by the l^ahour Party. 
This alternative scheme, presented in evidence to the Samuel 
Commission, was based upon the conclusions of a committee 
representing the Miners’ Federation of Gi'gat Britain, the General 
Council of the Trades Union Congress, the h'xecutive Committee 
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of the Labour Party, and the Executive Committee of the Par- 
liamentary Labour Party. It has since been published in a 
pamphlet called Coal and Common Sense, and was generally 
approved by a resolution passed in 1926 by the Margate Con- 
ference of the Labour Party. 

Briefly stated, the scheme proposes — 

(a) That the minerals, collieries, and plant should be 

purchased by the State as an unified industry in 'close asso- 
ciation with a State electrical industry. \ 

(b) That the ultimate control of the unified co^ industry 
should be vested in a Statutory Power and Transfiort Com- 
mission, whose members would be appointed by the Govern- 
ment and for whom the IVesident of the Board of Trade 
would answer in Parliament. 

(c) That the actual administration of the unified industry 
should be entrusted to a National Coal and Power Pro- 
duction Council operating in large measure through Pro- 
vincial Councils to be set up in appropriate districts. 

(d) That the industry so constituted should be self-sup- 
porting ; that is to say, the interest and sinking fund on the 
purchase price and other Government loans are to be a 
“ first charge ” upon its revenues after paying working 
expenses and a minimum rate of wages. 

(e) That proposals for modifications in wages should be 
discussed between representatives of the workers concerned, 
the Coal and Power Production Council, and a Consumers’ 
Council, consisting of representatives of employers and 
workers in the coal- and power-using industries. Local 
Authorities, Co-operative Societies, and a Coal Export Com- 
mission. Where agreement is not reached, the question is 
to be referred to a special court, who could recommend but 
not order a solution. The right to strike is preserved. 

(/) fl'hat changes in prices should also be discussed be- 
tween the Production Council and the Consumers’ Council. 
Where agreement is not reached, prices are to be determined 
by the President of the Board of Trade or by an independent 
tribunal appointed by him, 

(g) That the export trade should be managed by a single 
Coal Export Commission of three members or a Public 
Utility Corporation. 
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(t) Unification and Nationalisation 

The Labour Party proposes that the coal industry should be 
unified and nationalised. The Labour Party’s scheme does in- 
deed include provisions intended to bring about a certain measure 
of decentralisation ; but both the ideas current amongst the miners 
and the working out of the scheme, if it were ever put into 
practice, would in fact lead inevitably to unification on a national 
scale. But national unification is a very different thing from 
the amalgamation of suitable and neighbouring mines. It does 
not allow for the enormous diversity of conditions which exists 
between the various areas, and, in many cases, between mines 
in the same area. And it would in practice prove impossible to 
obtain any body of directors capable of coping with the over- 
whelming complexity of a unified coal indu.stry. 

Experience in Germany and elsewhere abundantly enforces 
that view. The Rhenish-Westphalian Coal Syndicate is often 
quoted as an example of unification. This Syndicate, in spite 
of difficulties which have arisen from time to time, has worked 
efficiently on the whole. But the essence of this Syndicate is that 
it arises from the special circumstances of the Ruhr district, that 
it does not comp- ise coal-fields which lie at a distance, and that 
it is a cartel for the sale of coal and not a combine for the pro- 
duction of coal. Moreover, no attempt is being made to unify all 
the coal-mines of Germany into a single trust. Great Britain 
presents no equivalent to the Ruhr situation. Its coal-fields are 
widely distributed throughout the whole country, are operated 
under very different conditions and serve different markets at 
home and abroad. 

Another argument which the Labour Party puts forward for 
national ownership of the mines is that it would transform the 
moral of the industry, because under private ownership extra 
effort benefits the shareholders, while under public ownership 
it would benefit the miner or the consumer. But this contention 
ignores the fact that substantially the same share of the pro- 
ceeds will have to be paid to the people who provide the capital, 
whether they be Government rentiers or private shareholders. 
Whart practical difference does it make to the working miner 
to whom that share* is paid? And in so far as it is a question 
of ensuring a more just participation by tfie miners in the gains 
of prosperous times, that can be secured in other ways. 
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(ii) Administrath'e Problems 

The Labour Party does not propose that the nationalised and 
unified coal industry should be run by the State, but by a Coal 
and Power Production Council, assisted by a number of Provin- 
cial Councils, and mainly elected by those engaged within the 
industry itself. The National Coal and Power iProduction 
Council would consist of fourteen members and a chairman, of 
whom six are to be “ executive and administrative vvorl^ers,” “ six 
are to be miners and by-product workers,” all twelve ” '.elected by 
their respective organisations largely from the Provincial 
Councils,” while two are to be ” representative ” of the Power 
and Transport Commission, and the chairman is to be the 
Secretary for Alines or his deputy. There are also to be a 
Consumers’ Council with considerable powers in the fixing of 
prices, an Lxport Trade Commission, and some other inter- 
esting features which need not be summarised here. 

This is really the lieart of the ].abour Party scheme. It 
implies assent to the arguments against bureaucratic management. 
It is an attempt to create a system under which those engaged in 
the industry would manage it and in which the miner himself 
would have a large and direct voice. Put it looks unworkable 
even at a first glance. In practice it would certainly prove so. 

Efficiency in management is what matters most to the miner, 
to the consumer, and to the owner, whether the owner be the com- 
munity or the shareholders. But can any system of election from 
within the industry produce efficient control? Unless election can 
produce management at least as efficient as the jiresent the result 
must be dearer coal and more unemployment, or else lower wages, 
or, as a third alternative, a fresh burden on the taxpayer for 
making good an annual deficit. Is there any chance of its doing 
so? 

The essence of industrial administration is executive decision. 
Nobody projioses that engineers or accountants should be elected 
by the personnel in a business. They are appointed by reason of 
their professional qualifications, and their record in results actually 
produced. I'he controllers of business and industry are, or dught 
to be, chosen for their business capacity. The only test of this 
is their success in “ getting results ” in the shape of those prices, 
wages, and profits which are necessary to the prosperity, health, 
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and peace of any industry. The real problem in Government- 
owned, as in private, industry is that of picking directors. When 
you have found the right directors, the only practical course 
is to equip them with the right organs through which they can 
consult workers, consumers, or others who are affected by their 
actions, and to leave them a free hand, subject to a ycarl}'^ 
or half-yearly account of their stewardship to the ultimate 
owners of the business. IIow are a million “ electors ” within 
the industry to choose such men? J£ven if candidates of that 
type are put forward, are they likely to be elected in competition 
with others who have long been known for their sympathy with 
the electors’ particular point of view? How would the candi- 
dates be nominated — by “ parties,” by Trade Unions, or by 
individuals? How would the “campaign” for election be con- 
ducted, so that the electors should judge of the rival candidates 
and listen to their rival policies? And as the outcome, is it prob- 
able that election would produce just that proportion of ad- 
ministrative experience, financial knowledge, understanding of 
the needs of industry and labour at home and abroad, which the 
directors of a nationalised coal industry must possess if they arc 
to have the least chance of making a success of their business? 
The I^abour Party consider that these qualities can be assured by 
popular election. VVe are convinced that they cannot. 

Once elected, the Council would find its resj)onsibilities shared 
by a number of Provincial Councils of fourteen members each. 
Of these it would have nominated two. while six would have 
been elected, presumably in much the same way as the Coal and 
Power Council itself, by the manual and manipulative workers, 
and six by the technical and administrative staffs. In the event 
of differences of opinion, and differences would be likely to be 
frequent, which authority would be given the last word? And 
which would have the greater power to make its decision prevail ? 
It is impossible to conceive a more certain method of producing 
chaos and inefficiency. 

Even if this electrve scheme of administration could ever be 
set on its legs, the plan so oddly labelled “ common-sense ” comes 
tii> against a second insurmountable difficulty. It is an axiom of 
sound business administration that power and responsibility must 
go together. The Labour Party’s plan co^detely disregards this 
axiom. The unfortunate Coal and Power Council, even if it could 
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be efficiently constituted, would find itself saddled with responsi- 
bility without power. The coal industry is to be vested in the 
Power and Transport Commission, which is charged with the duty 
of “ enforcing financial stability,” so that the industry will meet 
the interest and other charges on the coal bonds. If there was a 
default it could only discharge that duty by taking over the 
control of the industry itself. Again the Coal and Power Council 
has no power of final decision as to output of wages or 
prices, which in the last resort are to be determined after an 
elaborate process of consultation with the Power and Transport 
Commission, the Consumers’ Council, and other bddies. Yet 
every practical business man knows that prices are determined 
not by academic discussions, but by a vast number of different 
factors, national and international, which alter in force and range 
from week to week, from day to day. sometimes from hour 
to hour, and that the output of every mine or business mu.st be 
adjusted continuously to these factors. 

Can it be seriously contended that the method of administra- 
tion proposed in Coni and Common Sense would ever be set in 
motion, or, if it were set in motion, that it would work even 
for a month? 


(in) Conclusions 

The truth is that if the coal industry were to be nationalised 
at all it would have to be administered by a Public Board. 
The community, after spending some hundreds of millions of 
pounds in acquiring the industry, could not surrender final con- 
trol of it to anybody else. It would certainly keep the ultimate 
responsibility for appointing the management in its own hands, 
as otherwise it would have surrendered the asset to others to 
enjoy or destroy. But reasons have already been given for 
thinking that any attempt to conduct so large an industry, em- 
ploying 1,000,000 men, as a single unified concern would break 
down. 

In some respects indeed its conduct by the State might 
involve new obstacles. The real need of the industry 
is the elimination of the poor mines, the development 
of new and better mines and the transfer of surplus 
labour to other industries. These reforms, difficult enough 
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when the losses involved are falling on the private owners, 
might be almost impossible for a nationalised industry. 
Strong, and in many cases irresistible, political pressure would 
be brought to keep open uneconomic mines, for the sake of local 
miners or traders.* It is difficult to conceive anything worse 
either for the mining industry itself or for the political life 
of the nation than that the day-to-day industrial problems of 
an industry employing a million men, who with their wives and 
dependents would number two million voters, should intrude 
themselves, as they necessarily would, into every election and 
many Parliamentary debates. 

Finally, it may be asked how nationalisation can help the 
country to cope with those urgent difficulties, already described, 
which confront the post-war coal industry? Nationalisation 
would not diminish the competition of oil or water or other com- 
petitive sources of power. It would not lessen the effects of the 
widespread adoption of methods of economising coal. It would 
not restrict the coal output of foreign countries, or force an 
entry for British coal into their markets. On the contrary, by 
forcing a fundamental change in the organisation of the industry, 
it would introduce a new element of confusion, and would cer- 
tainly make more difficult the discovery of solutions for the 
existing evils. 


3. Proposals for Reform 

We turn to the four groups of proposals to which we have 
previously referred. 


(a) Reorganisation 

In order to secure the “ rationalisation ” of the industry — 
its conduct by the most efficient units that can be devised and 
not merely by such as happen to have been evolved haphazard 
from the conditions of the past — it is essential that the mineral 
itself, as distinct from the mines and their plant, should be 
acquired by the State. This measure was recommended by 
all “the various Reports that were the outcome of the Sankey 
Commission, by the Report also of the Samuel Commission, as 
well as in Coal and Power. The cost, according to the estimate 
laid before the Samuel Commission by the Chief Valuer to the 

351 




BEITAIN'S INDUSTRIAL FUTURE 


Board of Inland Revenue, would be about £100,000,000. The 
interest and sinking-fund on this sum would be fully covered by 
the revenue from royalties. 

The national mineral estate would then pass under the man- 
agement of Coal Commissioners. These would be experts; they 
would form a non-political body; they could make plans matur- 
ing over a long period of years. 

Exercising the “ landlord power,” they could direct the 
development of the industry only to those areas whiclf gave 
reasonable assurance of being able to produce good and; cheap 
coal, of paying adequate wages, of providing proper housii^ and 
other amenities. The Commissioners could actively promote 
that development of new and modern mines to replace old and 
out-of-date mines, which is essential to the permanent health of 
the industry. They could also promote scientific research, in 
which, despite its vital importance, the mining industry has been, 
and is still, exceptionally backward. In a decade or two the 
Coal Commissioners could ensure that the mineral resources of 
the country were being developed on a coherent and well-con- 
sidered plan in the best interest of both consumer and worker. 

Again, the Coal Commissioners, endowed with suitable 
powers during the transition period, could produce an immediate 
effect on conditions in the industry. Impediments to efficiency 
still continue, in spite of the assistance given by Part I of the 
Mines (Working Facilities and Support) Act, 1923, and Part II 
of the Mining Industry Act, 1926, resulting from the ownership 
of the coal by a multiplicity of owners. The Commissioners 
could not only sweep away such impediments, but they could also 
do a great deal more to facilitate such amalgamations and other 
measures of reorganisation, as they might consider to be in 
the public interest, than is possible under the provisions of Part 
I of the Mining Industry Act, 1926. That Act leaves the initia- 
tive still remaining in the hands of the coal-owners, who only 
too often have shown themselves unwilling to move. There is, 
indeed, no sign of any general movement in the industry towards 
the formation of more economic units of production; the few 
amalgamations which have been made in recent years seem 
sometimes to have been devised at least as •much in the interest 
of the financiers who have promoted them as in the interest of 
productive efficiency; and the Act of 1926, which was to have 
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given a fresh impulse has so far proved itself almost in- 
operative. 

But if they are to assist effectively in the reorganisation of 
the industry, the Coal Commissioners must be empowered to 
deal, in certain cases and subject to proper safeguards, with 
existing leases. We wholly endorse the proposals on this point 
made in Coal and Power as early as 1924. They were as 
follows : 

“ In regard to existing leases, it shall be competent to any 
owner or group of owners, or a District Board, or the 
miners’ representatives upon such a Board, to submit to the 
Commissioners proposals for the amalgamation or grouping 
of pits for the rectification or rearrangement of boundaries, 
or for other purposes tending to the more efficient working 
of the industry. On receiving such proposals, the Coal Com- 
missioners shall institute an inquiry; and if in their judgment 
a case is made out for the proposed changes, they shall in- 
vite the interests concerned to submit a detailed scheme 
for their approval. The Commissioners shall then have 
power to make the necessary variations and modifications 
in the old lease or leases, and to grant new ones, but they 
shall not impose terms to the detriment of existing lessees 
without compensation. A new lease once granted, or an 
old lease once confirmed or revised by the Commissioners, 
shall not be subject to revision by them except upon the 
request of the lessees for a period of, say, thirty years.” 

We would add that power to assist amalgamation is not 
enough. The great immediate difficulty is the existence in the 
various districts of the less successful mines, which, by lowering 
net proceeds, also lower wage-rates and so increase the profits of 
the more successful mines in the district. We support the 
Samuel Commission’s proposal that these should be excluded 
from the wage ascertainment. This would mean that they 
would have to pay the district wages, but that their working 
results would not be taken into account in fixing the wage-rates. 
'Ac • result would be that wage-rates for the various districts 
would be set by the most efficient employers and not depressed 
by the less efficient; and that, as is dcsirifble, the closing of un- 
economic mines would be hastened. 
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(b) Removal of Grievances 

(i) The first step towards the ending of the bitter antagon- 
ism that has so long prevailed between employers and employed 
in the mining industry is to establish a proper system for the 
discussion of grievances. 

In Coal and Power it was stated that the “ best method of 
securing the peace and prosperity of the mining industry is to 
provide ‘for open consultation between miners and mine-owners 
about the general policy and conditions of the industry ,\ while 
leaving the executive functions vested in the hands of those who 
are primarily responsible for the success of mining operations.” 
For this purpose the association of mine-owners and minCTS at 
three different points was suggested : 

(1) A National Mining Council of, say, lOO members, half 
representing mine workers and half capital, management, and 
technical skill, with possibly some representatives of the chief 
consumers added. This Council would have power to discuss 
the policy pursued by the Coal Commissioners and to refer 
matters, on which it disagreed with the Commissioners, to the 
Minister of Mines for decision; to administer the Miners’ 
Welfare Fund created under Section 20 of the Mining Industry 
Act of 1920, and amounting to about £1,000,000 a year, and 
certain other funds; to make suggestions for improving the 
efficiency of the industry; to receive full statistical information 
about the condition of the industry; to make recommendations 
about hours and conditions of labour, the safety of workers, and 
so on; to di.scuss matters referred to it by District Boards or 
the Board of Trade. Full details of its proposed powers are 
set forth in Paragraphs 81-89 of Coal and Power. 

(2) District Boards, as provided for under the Minimum 
Wages Act of 1912 and Part II of the Mining Industry Act of 
1920 (which never came into operation), subject to certain 
detailed modifications set forth in Sections 90 and 91 of Coal 
and Power. 

(3) Pit Committees, also as contemplated by the Minmg 
Industry Acts of 1920 and 1926, and by Coal and Power, to deal 
with matters affecting safety, efficiency, disputes, etc. 

It will be clear that these three grades of machinery will 
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confine their activities to consultation as to the general problems 
of the industry, but will not deal with questions of wages. 
With all these proposals we entirely concur. The third is in 
close correspondence with the recommendations for the establish- 
ment of Works Councils which we have made in Chapter XVIII. 

(ii) With respect to the fixing of wages, wage-problems in 
the mining industry present exceptional difficulties at all times ; 
and to-day the gloomy outlook of the industry, and the irrecon- 
cilable and impracticable attitude of both sides in the controversy, 
make a satisfactory solution of the problems almost unattainable. 
We believe that the best course, in these circumstances, would 
be to initiate a National Wages Board with a neutral element, 
like that which has been established in the railways. And since 
mining is certainly to-day, and is likely for some time to 
remain, a distressed industry, it may even be necessary to give 
such a Wages Board the definite powers of a Trade Board for 
the fixation of, at any rate, minimum wage-rates. This would 
probably soon compel the closing of the less economic mines, 
and force the nation to face the problem of providing for a 
huge surplus of labour — a problem which is discussed elsewhere 
in this Report. 

One of the grievances of the miners arises from the fact 
that, under present practice, the figure of the receipts of the 
collieries, by which wages are largely regulated, is taken as 
being the sums entered in the books as tlie receipts of sales. 
But a large proportion of the coal is not sold in the open market, 
but transferred by the colliery to an associated industry or sales 
agency. It is by no means certain that the transfer price 
credited to the colliery always corresponds with the true market 
price. The Royal Commission proposed the adoption of a 
diflferent and a fairer method for the calculation of values in 
all such cases, and we are of opinion that that method should 
be universally applied. 

(iii) There are -other recommendations in the Report of 
the Royal Commission which, if adopted, would contribute to 
the removal of the discontent among the workers. They relate 
tcf tbe improvement of housing; and to the establishment of pit- 
head baths, together with the grant of annual holidays, with 
pay, whenever the economic condition of the industry shall 
have sufficiently improved to permit the expenditure. With 
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these recommendations — which are broadly developed or implicit 
in the recommendations of Coal and Power — we also concur. 


(c) Transport and Sale 

The information collected by the Samuel Commission shows 
that between producer and consumer there exists a substantial 
margin of profit and expenses, which is capable of curtailment. 
We believe, with the Commission, that the present methods by 
which coal is distributed are wa.steful and capable of consider- 
able improvement. 

The necessary reforms are of a technical character, and it 
is sufficient to say that, so far as they relate to railway transport, 
they are now being examined by the Standing Committee on 
Mineral Transport set up by the Ministry of Transport and the 
Mines Department, in accordance with the Commission’s recom- 
mendation. 

But even more important is the establishment of agencies 
to act on behalf of large groups of collieries. The Commission 
advocated an extension of such agencies, and the point was re- 
ferred to a De[)artmental Committee on Co-operative Selling 
in the Coal-mining Industry (the Lewis Committee). 

This Committee presented a Majority Report signed by nine 
members, of whom two made a slight reservation ; and also a 
Minority Report signed by three colliery owners. The following 
is a summary of the recommendations contained in the Majority 
Report : 

( 1 ) The development of organised marketing in the coal- 
mining industry is desirable in order to avoid excessive 
competition, to effect economies and improvements in the 
marketing of coal, and to help to stabilise the industry. 

(2) The present lack of consolidation in the industry 

is a serious impediment, and the full development and benefits 
of organised marketing cannot be realised unless the industry 
can be consolidated, by amalgamations, into a much smaller 
number of units. , * 

(3) Organised marketing is only immediately practicable 
in those localities and districts where there is a fairly 
general desire among the coal-owners to develop it. 
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(4) The voluntary development of local arrangements — 
more particularly selling pools — ^among neighbouring colliery 
owners is advocated. 

(5) District organisations, of wider scope than local 
arrangement' are the next stage of development. Where in 
any particular district a fair and equitable scheme for more 
efficient marketing is supported by a majority of 75 per 
cent, or more calculated on a tonnage basis, power should 
be vested in a tribunal to make the scheme compulsory, 
subject to effective safeguards for the minority. 

(6) The co-ordination of district associations will be, 
ultimately, a desirable development, but can only be justified 
to the community by the industry effecting and sharing with 
the consumer economies, not only in the marketing of coal, 
but in all phases of its production and transport. 

(7) The Government is advised to consider the question 
of revising and clarifying the law on restraint of trade so 
as to remove the present uncertainty as to the status in law 
of marketing organi.sation. 

(8) In the export trade, local selling pools and the possi- 
bilities of closer co-operation between colliery owners and 
exporters should be developed. 

A reservation recommends that the voluntary principle be 
at first given a full trial for a limited period, after which the 
Board of Trade should have power to impose a compulsory 
scheme. The Minority Report consists of a lengthy exposition 
of the doctrine of unrestricted competition. 

In our view, it is necessary to avoid excessive competition 
between collieries not merely to prevent prices from falling to 
an unproductive level, but to stave off the over-production which 
has of late become characteristic of the industry, and is directly 
the cause of unremunerative prices. As the Majority Report 
puts it : — 

“ at present thef industry can have no choice of policy. It 
is powerless to frame any policy or to help itself in times 
of depression, when unregulated production on a falling 
•demand tends to result in unremunerative prices.” 

We strongly support the general proposals put forward in 
the Majority Report of the Lewis Conflnittee, and we are of 
opinion that if, after a reasonable lapse of time, it is found 
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that co-operative selling agencies have not in fact been created, 
it may be necessary to consider the application of some form of 
compulsion. 

With respect to retail distribution, we consider that it is 
clearly desirable that those municipalities which wish to do so 
should be empowered to engage in the retail sale of coal. If a 
few enterprising town councils undertook this service and con- 
ducted it with success, a considerable reduction in the price to 
the consumer might be effected. 

(d) Utilisation of Coal 

It is this sphere that offers the largest scope for the measures 
which will raise the coal-mining industry from the slough in 
which it now finds itself. The more scientific use of coal, the 
full exploitation of every one of its valuable constituents, the 
utilisation of grades that have hitherto been regarded as little 
better than waste, the efficient preparation of the products for 
the market — here lies, in the long run, the best hope for the 
future. But here again the measures that are practicable, and 
that offer an opportunity to the State to be of assistance to the 
industry, raise questions of a highly technical character. It in- 
dicates no lack on our part of appreciation of the importance of 
these matters if we do no more than refer our readers to the 
various reports already quoted, in which an adequate treatment 
will be found. 

4. The Surplus Workers 

We reach, finally, the pressing, but difficult, problem of the 
redundant workers. 

When everything possible has been done to increase the 
efficiency of the coal-mining industry, to concentrate employ- 
ment, and to reduce costs, there is little doubt that we shall still 
have to deal with a large surplus of labour in the coal-mining 
industry. 

This conclusion is based upon our view of its future. 
The attitude of the coal-owners throughout recent years 
has been that the curve of British coal production would 
continue to rise in the future as it did 'before the War; 
and that 300,000,000 tons is the normal figure from which the 
upward movement might be expected to start. If this were a 
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sound view, there would be no problem. But the facts and 
figures given at the outset of this chapter show that, as a result of 
substitutes for coal and economy in its use, the industrial activity 
of the world is increasing rapidly while its consumption of 
coal, except in 'America, is standing 'still. Secondly, with 
the development of new mining areas in various parts of the 
world, there is a tendency to diminish the importance of 
British coal. Thirdly, the use of oil in ships has hit chiefly 
that section of the world coal market which is supplied by 
Great Britain. While therefore we may expect the volume 
of international trade to increase, we cannot confidently look for 
a rapid return of our coal exports to the high peak reached in 
1913, nor can we expect that, even if British trade in general 
steadily regains prosperity, there will be any marked increase in 
the home consumption of coal. Judging from recent figures 
(excluding the strike period), the annual home-consumption of 
coal has been in the neighbourhood of 180,000,000 tons per 
year; if the steel industry resumes something like full working, 
the total will rise to 190-195,000,000 tons. 

Exports of coal, coke, and manufactured fuel, and coal shipped 
for the use of steamers engaged in foreign trade, in recent years 
have varied between 71,500,000 and 84,500,000, the latter figure 
being reached in 1924, when Germany was still affected by the 
occupation of the Ruhr. 75,000,000 tons would represent com- 
parative prosperity for the export districts. This means an output 
of 255-260,000,000 tons a year, with a possible increase to about 
270,000,000, as against nearly 290,ooopoo in 1913. The latter 
tonnage was produced by 1,105,000 miners, and, if we are to 
regain our competitive position, it is essential that output per 
head should be at least as great as in 1913. The output we have 
suggested, therefore, should be obtained by less than a million 
miners. The number actually on the Register in recent years 
has fallen from 1,260,000 in 1924 to 1,228,000 in 1926 and to 
1,199,000 in July 1927 (the latest figures available), but still 
shows a surplus over the number required of about 200,000. 
This figure agrees closely with the numbers wholly or tempor- 
arily unemployed in the year 1927, which in the first eleven 
months numbered ^222,000. 

The difficulty of dealing with this situation is complicated by 
the fact that certain areas are already offering, and will to an 
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Increasing extent continue to offer, more employment, while others 
are reducing employment to a greater degree. If the men thrown 
out in the latter districts could be drafted to the former, it would 
at least prevent the problem getting worse. This was definitely 
recommended by the Samuel Commission, which proposed that 
miners should be moved from one district to another before out- 
side labour was recruited. The Mining Industry Act of 1926 
gives the Ministry of Labour power to deal with recruitment of 
persons over the age of eighteen, and the Minister has recently 
negotiated an agreement with the Mining Association. vLich 
provides for a voluntary undertaking by mine owners to limit 
employment to those engaged in mining before April 30, 1926. 

We do not think that any stronger measures which would 
bar a man who has already been engaged in the industry from 
taking part in it would be justified. Any attempt by the State 
to interfere with the liberty of choice of workers by those 
responsible for carrying on an industry, or the right of a man to 
obtain employment if he can in any occupation, is a serious en- 
croachment upon individual rights, and is only to be justified in 
very grave conditions. 

In the special circumstances of the case, however, the State 
should use its utmost endeavours to draw off or make alternative 
provision for as many as possible of the surplus miners. This 
question is urgent. The existence of 200,000 unemployed men 
in the coal industry is not merely a grave social problem in 
itself, but it is a drag on miners’ wages, encourages short time, 
is an inducement to keep open uneconomic pits which ought to be 
closed, and generally tends to delay a sound reorganisation of 
the industry. Its repercussions arc not, however, limited to 
the mining industry itself, for it hinders the adoption of measures 
for the improvement of our whole system of unemployment in- 
surance. 

We therefore propose that the Committee of National De- 
velopment proposed in Chapter XXI should be assigned in the 
first instance the task of planning and directing a scries of 
measures for dealing with this problem.^ It is essential that the 

^ As these pages are passing through the press, it is announced that the 
Government arc about to a]>point a small Industrial Transference Board with some 
of the objects that are advocated liere. But apparently the powers of this 
Commission are to be very ^L^estrictcd, and it remains to be seen whether the 
Board will be able to make any real impression upon the problem. 
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task of dealing with surplus mining labour should be under the 
supervision of the Committee of National Development, since 
the problems involved will touch a number of Government De- 
partments and only some central body can effect the necessary 
co-ordination. The measures proposed fall under three heads : 

(a) Limitation of recruiting. 

(b) Pensioning of older workers. 

(c) Tratisfer of existing workers into other industries, 
(a) Limitation of Recruiting . — We have already referred 

to the voluntary agreement recently made under the Act of 1 926. 
It should be the first duty of the Committee to review arrange- 
ments of this kind and to ensure that they are as effective as 
circumstances permit. In particular, the conditions of recruit- 
ment in each area need to be considered in relation to the cir- 
cumstances of other areas. For example, areas in which new 
pits are being sunk should not recruit, r.s has been the tendency 
in the past, from local labotir outside the industry, but should 
draw exclusively upon the reserve of unemi)loyed in areas where 
the industry is overmanned. It should be the duty of the 
Committee to facilitate transfer in these cases by every means 
possible, and to take such action as is feasible to ensure that 
lack of housing facilities does not stand in the way of a transfer 
of labour on a considerable scale where such is necessary. 

Hut in addition to these voluntary arrangements, there should 
be a compulsory scheme of limitation on new entrants. Even 
in the year ending June 1927 there were about 40,000 new 
entrants into the industry — of whom an unknown proportion, 
however, were juveniles. New entrants, other than juveniles, 
should be prohibited ; and stei)s .should also be taken to limit the 
entry of juveniles. A certain number of juveniles are, of course, 
es.scntial in every continuing industry ; but the number in the 
coal industry should not be as large as in recent years. 

(&) Pensioning Older Workers . — The Census of 1921 
showed nearly 6 per. cent, of the coal-miners in England and 
Wales were over sixty years of age, and loi per cent, over fifty- 
five. If this percentage is applicable to Great Britain, it means 
thSt .there are now about 70,000 miners over sixty. This 
estimate is broadly oonfirmed by a recent official estimate, accord- 
ing to which the total number of men oT*er sixty years of age 
now employed in coal-mining, including both employed and 
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unemployed, is about 78,000, of whom about 13,000 belong to 
such classes as craftsmen, clerks, etc. {Hansard, December 6, 
1927). 

We suggest that a special pension scheme should be worked 
out for the benefit of men who have now reached the age of 
sixty, and who are prepared to leave the industry and to under- 
take not to return it. Even where they find other employment, 
they should still be allowed to draw their pensions. Against 
the cost of such a scheme should be set the present expenditure 
upon unemployment benefit in the cases of these meni. When 
they reach the age of sixty-five, and draw the contributory old- 
age pension, the charge should be reduced by the amount of that 
pension, only the difference being payable as part of the special 
pension scheme; and at seventy the ordinary pension provisions 
would operate and the special scheme would cease. 

(c) Transfer of Existing Workers into Other Industries . — 
Limitations on recruitment at one end and the acceleration of 
retirements at the other, whilst capable of effecting a great deal 
in three or four years, will nevertheless scarcely operate fast 
enough to solve by themselves the problem of the surplus 
workers. We shall still be left with a substantial number of 
miners in the prime of life who ought, if possible, to be trans- 
ferred into other industries. 

The means of effecting this are: (i) by offering them special 
inducements to find for themselves a berth elsewhere, and (ii) 
by assisting them with training schemes, etc. We believe in 
utilising method (ii) as fully as possible, but we are a little 
doubtful whether the absolute number which can be successfully 
handled in this way will be very large. We are therefore in 
favour of a substantial offer under (i). 

(i) We propose that any miner, who has been unemployed 
for a specified period, and who will voluntarily bind himself 
not to seek employment in the mining industry for a period of 
not less than five years, should receive a special unemployment 
allowance (to be charged on the Excheqiter and not on the Un- 
employment Fund), with a view to giving him time and oppor- 
tunity to leave the mining areas and find himself work elsewhere. 
It would, of course, be necessary, to prevent evasions, that this 
plan should be coupled with arrangements for the limitation of 
recruitment. 
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The actual amount of the special allowance would need to 
be most carefully considered. But we suggest that it might 
be 35^. a week for a period of three months, followed by 255. 
for a further period of three months. 

(ii) Financial assistance should be given for the training of 
miners in other occupations and for the purchase of tools and 
equipment for their new trade, and a grant, where necessary, 
for transferring the families of married miners to their new 
place of occupation. Suitable emigration schemes should also 
be devised and possibly combined with training schemes. 

We are dealing elsewhere (Chapter XXVII) with the experi- 
mental training-centres established by the Ministry of Labour. 
The Committee should arrange to set up .such training-centres 
in mining areas, designed to meet the special requirements of un- 
employed miners for whom openings in other occupations appear 
to be available. The activities of these centres should obviously 
be related to such schemes for land settlement, emigration, or 
transfer to other industrial occupations as the Committee might 
have in view. 

The most suitable alternative employment is perhaps to be 
found in agriculture, since a large proportion of the men drawn 
into the mining industry come from agricultural districts. Ex- 
perience of the schemes for placing ex- Service men on the land 
shows that only a proportion of men who have been engaged in 
other occupations prove suitable for agricultural work and take 
permanent root, and on any such schemes the State must for 
a while be prepared to lose money. But that loss must in any 
case be balanced against the cost that would otherwise be incurred 
in providing unemployment benefit. Where, therefore, facili- 
ties for transfer to agriculture or other suitable industries are 
arranged, it would be legitimate to strengthen the conditions 
under which a man may refuse alternative employment without 
forfeiting benefit. The State cannot indefinitely pension adult 
workers whose occupation has permanently gone, or leave it to 
the option of the recipients to decide whether the alternative 
work offered is suitable or not. 

*\ye are of opinion that a contribution towards the expenses 
of the above schemes, and also for other purposes, should be 
required from the royalty owners. We »ecommend that when 
the mineral is acquired by the State, a levy should be made for 
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the benefit of those who have laboured in the industry, and 
should be collected in the form of a deduction from the purchase 
price. 

It is true that special taxes have already been levied upon 
mining royalties under the Budget of 1909 and the more recent 
Mining Industry Act, but, in our judgment, there is a just 
case for a further substantial contribution from this source 
in the special situation in which the industry is now placed. 
While the royalty owners have in no way shared in th^ creation 
of the wealth produced by the coal-mining industry, nor in the 
risks incurred, they have continued to draw their inromes as 
a first charge upon it. Moreover, while in these circumstances, 
and particularly in view of the hazards of the miner’s life, there 
has always been a strong moral obligation on the royalty owner 
to use some part of his receipts for the benefit of those labouring 
in the industry, that obligation has been widely (though not 
universally) disregarded. Indeed, except in Scotland, the royalty 
owner, as such, has not even contributed to the burden of the 
rates. We consider, therefore, that now, when the industry is 
experiencing the greatest adversity in its history, when those 
who have borne the burden of financing and administering the 
collieries are confronted with serious losses, and when miners 
who have given their best years to the industry are faced with 
low wages and permanent unemployment, the royalty owners 
should bear their share. 

There should therefore be deducted from the full value of the 
compensation to be paid by the State a further substantial con- 
tribution. This should be used first for facilitating the carry- 
ing out of the scheme which has been outlined above for meeting 
the present inevitable displacement of labour, by contributing 
to the cost of training and transfer of displaced miners and to 
the provision of pensions for the older men. ]'"or the rest 
the funds should be used for the general improvement of the 
amenities of the mining areas. 

The question of unemployment is closely connected with that 
of the hours of labour. Before the War, the miners were 
working a so-called eight-hour day which was legally establ’slTed 
by the Act of 1908. Under an amendment inserted by the House 
of Lords, however, ^ne winding-time had been permanently 
added to this period. The men were therefore below ground on 
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the average for 8|- hours. Following upon the Report of the 
Sankey Commission, the statutory period was reduced in 1919 
by one hour. During the stoppage of 1926 the Government 
passed through Parliament a Bill which repealed this provision 
and allowed the various districts to fix their own hours within 
the limits that had prevailed before the Sankey Commission. The 
position now is that a nominal eight-hour day is worked in 
the districts of Scotland, South Wales, Lancashire, Cheshire, 
North and South Staffs and Salop, South Derby, Leicester, Can- 
nock Chase and Warwick, and certain smaller areas, and a 
nominal 7|-hours day in Northumberland and Durham (for 
hewers), Yorkshire, Derbyshire, and Kent. An average addi- 
tion of half an hour, in respect of the winding-time, must be 
made all round to arrive at the actual time that the men are 
below ground. As a consequence, the majority of the British 
miners are now working longer hours than the miners in any 
Euroi)ean country. This country, which used to pride itself upon 
being the pioneer in shortening the hours of underground labour, 
now finds itself the least advanced of all, a hindrance, instead of 
an example, to the rest. 

Undoubtedly the extension of hours imposed on the men in 
1926 has tended to increa.se the number of unemployed. Fewer 
men are needed to produce the present total output. On the 
other hand, it has increased the output per man by about 14 1 
per cent. If, in the present condition of the industry, the hours 
were restored to their previous level, either a fresh charge would 
be laid upon the industry, since a larger number of men would 
be required to raise the same tonnage, or else the miners, who 
are paid by the ton, would earn in the shorter day an even 
lower wage than now. It is, of course, the miners themselves 
who are most affected by the choice to be made. Although it 
is to the general interest that they should enjoy the fulle.st leisure 
that is practicable, if they found that the restoration of the pre- 
stoppage hours involved a further reduction of their earnings 
they might themselves prefer further to postpone that measure 
until the industry had been brought to a more prosperous posi- 
tion. . 

It needs no argument to show that the shortening of hours 
would be greatly facilitated if it were effested simultaneously in 
all countries with competing coalfields. The Miners’ Trade 
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Unions throughout Europe have been striving towards this 
object for many years, and any steps which can be taken in that 
direction, under the auspices of the International Labour Office 
of the League of Nations, should receive the active support of 
the British Government. 
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IMPERIAL DEVELOPMENT 

I T is often contended that by means of an enlightened policy 
of imperial development we might find within the British 
Empire full compensation for our trade-losses in the rest of 
the world. And it is certainly true that any expansion of Empire 
markets is (other things being equal) more advantageous to us 
than a corresponding development elsewhere, because the Empire 
populations buy more of our goods per head than the correspond- 
ing populations in other parts of the world.^ To do everything 
in our power to encourage the development of Empire resources 
is therefore as much our interest as it is our duty, in view 
of the responsibilities we have assumed. 


I. Empire Trade 

But it is necessary to guard against exaggeration. The 
view quoted in the first sentence of this chapter is, in 
fact, a dangerous over-statement. Valuable as the Empire- 
markets are, their capacity for any greatly increased absorption 
of British goods is limited, in the case of the Dominions by their 

^ The value of exports of produce and manufactures of the United Kingdom 
during 1926-7 per head of population of the importing country was : 
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small population, and in the case of India and Africa by their 
low purchasing-power per head. For these reasons, our trade 
with the Empire forms little more than one-third of our 
external trade. The following table shows, for 1925, i.e. the 
most recent repre.sentative year, how our trade is shared between 
the Empire and foreign countries : 

TABLE 31 

DISTRIBUTION OF THE EXTERNAl. TRADE QF 
THE UNITED KINGDOM, 1925 

Millions of £ \ 



7 ' he Empire. 

Eoreif^n 

Grand 


The 

Dominions. 

India. 

Ued of 
Empire. 

Total. 

Countries.* 

Total. 

Net imports from 
Exports t to . 
Re-exports % to 

! 

2233 

183*1 

20*8 

647 

80-1 

1*2 

53-8 

059 

4-3 

341-8 

335-1 

26-3 

824-9 

438-3 

127-7 

1,167 

773 

154 

Total foreign trade . 

427*2 

1520 

124*0 

j 703*2 

1 , 390*9 

2,094 

Percentage of grand 
total . 

20 

7 

6 

33 

67 

100 


Compiled from the Ayumal Statement of 1 rade of the United Kingdom, 1926, 
vol. i. 


It appears from this table that our external trade falls into 
three approximately equal sections: (i) with the Empire, (2) 
with Europe, and (3) with foreign countries outside Europe; 
and that while the Empire takes less than half of our exports, 
and less than one-fifth of our re-exports, it supplies us with not 
much more than one-quarter of our imports. 

We hold a very strong position in most of the Empire 

♦ In our trade with foreign countries, the share of Europe (excluding British 
Possessions) is given below : 

Per cent. 

Imports from Europe . .... 50 

Exports to Europe ..... 46 

Re-exports to Europe ... -71 

t Of the produce of the United Kiugdoin. 

t Of imported merchandise, whether consigned from the Dominions or foreign 
countries. 
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markets, thanks in part to the preferences which the Dominions 
accord to us, and still more to the influence of sentiment and of 
long-established trade connections — an influence which operates 
in India and the Crown Colonies as well as in the Dominions. 


TABLE 32 

UNITED KINGDOM’S SHAKE IN THE EXTERNAL 
TRADE OF THE EMPIRE 


Year. 

Percentages of Total Exports consigned 
to the United Kingdom from — 

Percentages of Total Imports received 
from the United Kingdom by — 

The Do- 
minions. 

India. 

Kest of 
Empire. 

T otal 
Empire. 

1 he Dom- 
inions. 

India. 

Rest of 
Empire. 

Total 

Empire 


Per cent. 

Per cent. 

Per cent. 

Per cent. 

Per cent. 

Per cent. 

Per cent. 

Per cent. 

1895 . 

72 

32 

30 

49 

60 

66 

23 

52 

1913 . 

59 

24 

30 

41 

3 « 

&3 

25 

4 ^ 

1923 . 

48 

24 

25 

36 

37 

54 

24 

38 


Compiled Jyom the latcU available Statistical Abstracts for the several British 
Oversea Dominions and Protectorates, 


This table shows the strength of our position. But it also 
shows that our proportion of Empire trade has strikingly dimin- 
ished during the last thirty years, especially in the Dominions, in 
spite of the preferences they have accorded to us. This is the 
natural result of the development of the export trade of other 
countries, notably America, which inevitably dominates the trade 
of Canada and shows a growing strength in the trade of the 
Pacific. 


2. Opportunities and Limitations 

It is inconceivable, in view of these facts, that there should 
be a development of Empire trade so rapid and on so large a scale 
as to balance any serious and rapid decline in that two-thirds of 
our trade which is carried on with the rest of the world. This 
v/ould be true even tinder a system of complete free trade within 
the Empire. It is yet more true in view of the determination 
o^ the Dominions and (in a less degree) of India to pursue a 
policy of. self-sufficiency, and to build up their own manufac- 
tures behind tariff-walls which are (in the case of the Dominions) 
only a little less high again.st us than a^inst our foreign com- 
petitors. 

24 
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To trust for the improvement of our trade position wholly 
or mainly to Empire development is therefore to ensure disap- 
pointment. And a policy which would deliberately raise bar- 
riers in the way of our trade with the rest of the world in 
order to increase our trade with the Empire would not only 
be ruinous to ourselves; it would, by further impoverishing us, 
disable us from contributing as much as we might otherwise do 
to imperial development. 

These considerations do not, however, alter the fajct that 
the Empire presents opportunities for development of vast poten- 
tiality, which it is both our duty and our interest to utilise' to the 
utmost of our power. No policy of national revival would be 
other than incomplete if it did not give a high place to this task; 
a task which is peculiarly incumbent upon Liberals, seeing that 
the Liberal Party may justly claim to have been responsible for 
the most im])ortant stages in the development of the Empire’s 
modern form, as a commonwealth of co-operating peoples. The 
notion that Liberalism has been indifferent to the well-being of 
the Empire is a gross distortion of history, which rests exclusively 
upon the fact that Liberals have never believed that either the 
prosperity or the unity of the Empire can safely be made to 
depend upon fiscal bonds. 

The problem of imperial development has, however, been 
rendered far more acute by the very economic difficulties which 
make it at this moment doubly urgent and important; and care- 
ful study of the problem has become more needful than ever lest 
we should waste our diminished resources. It is not, indeed, 
possible to examine it here with any fullness of detail. Any 
adequate treatment of a subject so vast and various would demand 
a volume in itself ; and we touch upon it here only in outline. 
The problem will be clearer if we consider separately the widely 
different needs and claims of the variant types or classes of 
communities included within the Empire. Though the classifi- 
cation is rough and not exhaustive, it will be convenient to con- 
sider in turn three different groups: (i) the self-governing 
Dominions; ( 2 ) the vast and populous Empire of India (which 
includes four out of every five subjects of the Crown) ; and, (5) 
the Crown Colonies in the West Indies and elsewhere, and the 
backward tropical lande, mainly in Africa. 
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3. The Self-governing Dominions 

Though the Dominions include 59 per cent, of the area of 
the Empire, they contain only 6 per cent, of its population. Huge, 
thinly-peopled, arid under-developed lands, their chief needs are 
(a) population, (b) a stream of capital for development, (c) 
markets for their products, and (d) the most effective 
possible communications with the main centres of civilisa- 
tion. All these needs we have in the past mainly provided, 
and the provision of them has been our vital contribu- 
tion to the growth of the Dominions. In regard to communica- 
tions, the work still mainly lies with us ; and it is our business 
to see that the new forms of communication, by air and by wire- 
less, are developed as rapidly and efficiently as possible. But in 
regard to the needs of population and capital, the difficulty is 
now greater than it has ever been ; and therefore the need of 
studying these problems so as to make the best possible use of our 
diminished resources is greater than ever. 

Emigration 

Hitherto the population of the Dominions has been mainly, 
and in the case of Australia and New Zealand almost wholly, 
drawn from our surplus. From the time of Gibbon Wakefield to 
the creation of the Empire Settlement Board, we have wrought out 
one scheme after another for the encouragement of Empire 
migration : without these schemes, lands so distant as Australia 
and New Zealand could never have been peopled. We have a 
large apparent surplus at the moment, in our army of unem- 
ployed. But few of the unemployed are of the type needed by 
the Dominions; any real revival of trade would quickly do away 
with the surplus; and our shrinking birth-rate makes it possible 
that in a few years (probably by 1940) our population will 
cease to increase. 

Moreover, the United States still draws a high proportion 
of the available emigrants, both because it is nearer and because 
it'offers more immediate prospects of employment than most of 
the Dominions. In spite of the post-war American restrictions 
on emigration, this still remains true, «,s the following table 
shows : 
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TABLE 33 

EMIGRATION OF BRITISH SUBJECTS FROM GREAT BRITAIN 


Seven-year 

Periods. 

To British 
North 
America.* 

To Australia 
and New 
Zealand. 

To British 
South 
Africa 

To Other 
Parts of 
Empire. 

To U.S.A. 

To Other 
Foreign 
Countries. 

Total. 

1900-6 

1907-13 

1920-6 

387.000 
1,043,000 

664.000 


213.000 

175.000 

164.000 

63,000 

131.000 

195.000 

853.000 

877.000 

475.000 

43,000 

114,000 

114,000 

1 

1.664.000 

2.737.000 
jz, 004, 000 

Total 

2,094,000 

894,000 

552,000 



271,000 

(>i 405, 000 


* A substantial but undcfinable proportion of these emigrants have sub- 
sequently passed over the frontier into tlie United States. 

Compiled from the Statistical Abstracts for the United Kingdom and from the 
Board of Trade Journal, March 17, 1927. 

If, therefore, the Dominions are to be in the future peopled 
by the British stock, it is important that the process should be 
accelerated while there is still a surplus; the more so as this 
would be a material contribution to the problem of unemploy- 
ment. What can we do to help? 

(a) Wc can make known the opportunities that are open, 
give advice and gtiidance, and provide assistance towards the 
cost of passage. Tliis we are already doing through the Empire 
Settlement Board; doubtless its methods can be developed and 
improved. But in the existing condition of our finances there 
are narrow limits to the financial assistance which we can afford 
to offer, especially as we have in any case to bear the training 
and maintenance of the emigrant from birth to the moment of 
emigration, while he will become a source of revenue to his new 
country from the moment when he is fairly planted. In these 
circumstances it is reasonable to expect that the Dominions, which 
are far more prosperous than we are, and which ultimately stand 
to gain by immigration, should give more .aid than they have 
hitherto done, by organising or creating opportunities for the 
settler, and .seeing that he is helped through the difficult period 
of settlement. In the early days of colonisation the cost, of 
migration was in the main defrayed by the sale of colonial lands, 
then controlled by the Crown. Some equivalent means of help- 
ing emigration must somehow be devised if the short-lived oppor- 
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tunity before us is to be used; and only the Dominions can 
devise it. 

(&) We can provide a more effective system of training (i) for 
boys and girls whose parents may be willing to seek a new career 
for them, and (ii) for unemployed young men and women, as a 
condition of unemployment relief. The training should be such 
as will fit them among other careers for life on the land, either 
at home or in the Dominions. We have elsewhere made sugges- 
tions on this head (see Chapter XXVII, p. 399). But a 
systematic policy of Empire migration can only be made pos- 
sible by co-operation between the Dominions and this country, 
on an ampler scale than is now practised; and it should be an 
aim of Liberal policy to do everything possible to organise and 
stimulate such co-operation. 

Supply of Capital 

We have long provided capital on a very large scale and at 
a very low rate for Dominion development, by the device of 
giving the rank of trustee securities to the stock issued by 
Dominion or Colonial governments. In Table 34 on p. 374 will be 
found a detailed analysis of all new capital applications for the 
past six years and for the average of the three pre-war years. 
The very high figures for the Empire are unquestionably due in a 
large degree to the trustee privilege. These figures show that by 
far the large.st part of our overseas investments are used for 
imperial development. 

The grant of Trustee status to approved investments over- 
seas has been a contribution of immense value, which has not 
only enabled the Dominions and Colonies to borrow at a low rate, 
but has in many cases given to public utilities owned by Dominion 
or Colonial Governments real advantages in comparison with simi- 
lar utilities, privately or municipally owned, in this country. This 
privilege, which has been far more advantageous to the 
Dominions than any system of preference could be, will, we hope, 
be continued. But, as we have already pointed out (Chapter 
III), we no longer have so large a surplus for external invest- 
ment as we used to have, and we need a larger proportion of the 
available capital for home development.* We have suggested 
above (Chapter IX), in the Board of National Investment, a 
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TABLE 34 

BRITISH INVESTMENTS OVERSEAS 


(ooos omitted) 


Destination, 

A verage 

1911-13 

192a 

1923 

1924 

1925 

1926 

1927 


i 

€ 

£ 

£ 

£ 

£ 

£ 

British Empire 

U.S.A. and 

68,065 

74.924 

92,723 

72,277 

60,920 

53.174 

1 

99,812 

Dependencies 
Central and South 

24,413 

1 

nil 

nil 

60 

600 

50.0 

\ 

3.947 

America 

44.376 

19,916 

7,608 

.S. 7<>8 

7.035 

23.599 

21,679 

Far East 

9.568 

6,138 

20.006 

14.496 

1.035 

7.442 

1,060 

Europe . 

I 5 >i 04 

29,179 

17,140 

34 .ii 2 

7,606 

16,892 

21,775 


161,526 

130,157 

137.477 

124,713 

77.196 

101,607 

148,283 


Extracted from ** The Economist,** 


means of centralising the available funds and of ensuring that they 
are employed to the best advantage. Yet it is unlikely that we 
shall be able, in the near future, to provide capital for Dominion 
needs as freely as in the past. This makes it the more important 
that the capital which is available for these purposes should 
be wisely guided into channels which, while beneficial to the 
Dominions, will also more directly encourage British trade with 
them. If, as we have suggested (Chapter XIX), there is, 
under proper regulation, a considerable development of popular 
investment trusts for small savings, this is likely to provide an 
additional and new source of supply for Dominion and Colonial 
needs. 


Fiscal Preference 

The Dominions also want access to markets, especially 
for the foodstuffs and the raw materials which are their 
principal exports. As ours are the most valuable markets 
in the world, they would naturally desire a preferential 
position in them, such as would enable them to undersell countries 
with lower standards of living; and they feel- that this 'would be 
only a fair return for, the preferences they afford to us. But 
there is this difference between the preference accorded to us by 
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the Dominions and the preference asked from us, that wliile the 
granting of a preference by the Dominions involves no departure 
from the policy of self-sufficiency which they have adopted, the 
preference we should have to give would involve a radical de- 
parture from our accepted policy, and would necessitate the setting 
up of barriers against two-thirds of our customers. Again, the 
preferences given by the Dominions involve no increase of the 
cost of living of their people, but possibly a diminution; the 
preference we should have to give would involve a serious 
increase in the cost of living, the more so as the only commodi- 
ties upon which a really useful preference could be granted are 
foodstuffs and raw materials. Any large system of preferential 
duties likely to he effective for the purposes desired by the 
Dominions would have the unhappy effect of making the Empire 
appear burdensome to the poorest classes in this country, and 
might impoverish us to such an extent as would disable us from 
doing what we can now do for imperial development. More- 
over, such a system would be mutual only in the case of the 
Dominions; it would not be aj)plicable to India, which shows no 
readiness to adopt any general system of preferences ; and it would 
he impossible to enforce a sy.stem of preferences in our favour in 
the Crown Colonies and Protectorates, seeing that our control 
of these vast regions is only endured by the world as a whole 
because the traders of all nations are admitted to them on equal 
terms. For these reasons, while desiring to use every means of 
encouraging imperial development, we arc compelled to discard 
this means as being at once impracticable and likely to do more 
harm than good. 

4. India 

India presents at once one of the greatest potential markets 
in the world and one of the most valuable sources of supply for 
a great variety of products. It must be enormously to our ad- 
vantage to encourage the growth of Indian prosperity and of 
Indian trade. India’s chief need is an increase of the purchasing 
power of ligr vast but poverty-stricken population; it has been 
said that if every Indian ryot could afford one additional dhoti 
a year, all the mills of Lancashire would have to work full time 
to meet the demand ; and anything which ^dds to the gross income 
of India adds to the trade of the world, and particularly of this 

375 



BRITAIN'S INPUSTRTAT FUTURE 


country. At present India is endeavouring to achieve this end 
by stimulating manufactures, behind a protective tariff, at the 
expense of the immense and impoverished agricultural classes 
who form the vast majority of the Indian population, thus dimin- 
ishing their purchasing power. 

For the increase of Indian prosperity, a great expansion of 
capital investment for the equipment of the country with scientific 
means of production is required. In the past we have supplied 
the bulk of this capital : but the excited opinion of Indiaq nation- 
alism regards the inlei'est on these investments as a “ drain ” on 
the country. We can no longer supply new capital on ttie same 
scale as formerly. But India herself jwssesses enough capital 
to render possible a great development, if her people could only 
learn to abandon the agelong habit — born of insecurity — of 
hoarding wealth in the form of buried bullion, instead of using it 
productively. A recent inquiry carried out by an American 
Commission even suggests that the amount of the precious metals 
stored in India is equal to that held by the United States ; but in 
India this wealtli is immobilised and rendered sterile by the liabit 
of hoarding. Before India can learn to use her available wealth 
for productive purposes, three things are necessary : an accept- 
able and sound system of deposit banking; political security 
together with the allaying of racial strife; and practical educa- 
tion. These are all governmental problems, for the right solu- 
tion of which we still have our share of direct responsibility; 
and it is equally a governmental problem to alleviate political 
unrest and to calm the racial animosities which have in recent 
years done so much to disturb trade and to retard economic 
development. A liberal, conciliatory, and imaginative policy in 
the purely political sphere, and a vigorous use of the i)ower of 
Government to bring about economic advance, arc the primary 
needs of India to-day; and the use for these ends of the power 
ive still wn'eld must form the greatest contribution we can make 
to the development of Indian j)rosperity, which in its turn w'ould 
contribute not only to our prosperity- but to that of the world’s. 

5. The Crown Colonies 

The vast and almost undeveloped tropical lands, inhabited 
by simple and primitive peoples, which have been brought within 
the Empire mainly wnthin the last fifty years, constitute that 
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part of the Empire over which we exercise the most direct 
authority, and for the development of which, because of their very 
backwardness, our responsibility is heaviest. They can yield, 
in abundance, essential materials for commerce, notably rubber, 
vegetable oils, and (perhaps, in the event, the most im- 
portant of all) a supply of raw cotton, which might render us 
less dependent upon America, and stabilise the extremely fluc- 
tuating prices of that crop, which constitute one of the peculiar 
difficulties of the cotton industry. They will also provide great 
and growing markets, as their primitive inhabitants acquire new 
tastes and wants, and find in the production of raw materials 
the wealth wherewith to satisfy them. The primary need of 
these lands is capital wdierewdth to open them up and make their 
resources available by roads, raihvays, and steamboats. Capital 
is also ref|uired to foster new industries, especially cotton growing. 
For many purposes sufficient capital will be provided by the 
normal processes of the new’ issue market; rubber companies, for 
e.xample, arc not likely to lack support. But for those purposes 
which cannot be ex])ected to yield an immediate return, such as 
the construction of roads fit for motor transport. Government 
action is indispensable ; and we think that the Board of National 
Investment should facilitate substantial loans to the colonial ad- 
ministrations. A share of the increased values given to these 
lands by such improvements should be c^btained, by means of 
betterment taxes, both as a security for loans and as an aid to 
further development. 

Another jirimary need of these undeveloped lands is organ- 
ised research in regard to their economic resources and problems, 
their sanitary needs, and their social and linguistic characteristics, 
together with the provision of effective training for adminis- 
trators, traders, and educators. This is an obligation which 
falls primarily upon the controlling Government. A very modest 
expenditure in this direction would be repaid a hundredfold by 
the results of a more, scientific development. 

Finally, it is indispensable that the native populations over 
w’hom we have assumed control should be justly and generously 
treated, safeguarded against exploitation, and secured in the 
possession* of their, lands. There is a strong temptation to 
accelerate development by large concessic^is to exploiting com- 
panies, which proceed to extrude the native workers from their 
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lands, and to turn them into mere labourers for a paltry pittance. 
There are cases in which what is called the “ plantation ” system 
may be justified, but its extension has to be watched with care: 
it may yield a more rapid return to the investor at home, but 
in the long run it does not make for the prosperity either 
of the colony or of the ruling country; and the slower and more 
laborious process of teaching the natives to make the best 
use of their own lands is demanded by justice and in the long 
run is better for trade. A disinherited and discontented 
native population, dragooned into working under open or veiled 
compulsion for foreign exploiters, is unlikely to supply, so good 
a market for British goods as a contented population producing 
from their own lands crops which trade needs, and which they 
can exchange for the products of British factories. The contrast 
between the methods which have unhappily been pursued in 
Kenya and the more enlightened and liberal policy adopted in 
Nigeria has many lessons. The only .sound course of develop- 
ment in these lands is to define as its first object the contentment 
and well-being of the native population. 
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THE RISING GENERATION: ITS EDUCATION AND 

EMPLOYMENT 

T he “ efficiency,” to use the word in its narrower sense, 
of industry must, in the long run, be largely determined by 
the training it gives to its recruits. Its real effectiveness 
in producing material wealth and in satisfying human needs must, 
even more certainly in the long run, depend on the opportunities 
it offers to the children who enter its ranks on leaving school. 

I. Schools and Efficiency 

To examine in close detail the methods by which British 
boys and girls are trained and placed in industry would involve 
a survey of the whole educational system which we do not propose 
to attempt. But we wish to indicate in this chapter some points 
in which an improvement of the present arrangements is urgently 
necessary, and to make certain recommendations to which we 
attach considerable importance. The whole subject demands 
fuller consideration than we can give to it here, for, apart from 
its involving questions which go to the root of social contentment 
and political stability, the competitive power of great industrial 
countries will, we believe, in the near future turn largely on the 
soundness of their educational system and the use to which the 
product of that system is put in the office, the market-place, and 
the factory. 

To technical and commercial education considerable attention 
has been given in recent years in many countries. In Germany, 
and the more ‘progressive of the States of the U.S.A., to instance 
two only of our most prominent industrial competitors, more 
rapid and consistent educational progress has been made since 
the War than in this country, particularly in the extension of 
education over the whole adolescent period. Here, there is a 
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growing uneasiness, but little practical progress to record. 
Recent studies of the problem, such as the Reports of the Malcolm 
Committee ^ and of the Hadow Committee ^ are timely in that 
they have begun to prepare the public mind for that step forward 
that will be the more effective the sooner it is taken. 

2. Dimensions of the Problem 

Before discussing policy, the general position with regard 
to the numbers of juvenile workers, the existing machinery for 
advising and placing hoys and girls in work, and the main facts 
with regard to apprenticeship and training, continued educa- 
tion, and the hours of juvenile labour must be briefly set out. In 
the last year for which figures are available (1924-5)', 714,312 
children left the public elementary schools of l^ngland and Wales. 
Of this total, 88,101 left in order to attend secondary schools 
or other full-time educational institutions. The number leaving 
the elementary schools at fourteen to enter employment on becom- 
ing totally exempt from school attendance was 539,514. Leavers 
from the secondary schools, technical, commercial, domestic, and 
art schools number not less than 100,000 per annum. The intake 
of industry in the year may therefore be put at approximately 

600.000 boys and girls in England and Wales. In Scotland the 
total intake may be estimated (as the statistics are defective) at 

75.000 per annum. 

These figures are not wholly consistent with the figures of 
juveniles * available for employment, which in 1926 were given 
as 2,190,000 for England and Wales, and 248,300 for Scotland. 
But owing to the continued fall in the birth-rate and the accentua- 
tion of this fall during the War, the total both of school leavers 
and of occupied juveniles will substantially decrease during the 
next few years. The best estimate of this decrease shows that 
the lowest point will be reached in 1933, when the total is expected 
to be 1,556,000 in England and Wales, and in Scotland 201,700. 
After 1933 the number will rise again, but not to its present 
level. Unless there is a radical change in the birth- rate, industry 

* I.e. Report of the Committee on Education and Industry (1Q2C, 15. ('d.), and 
The Education of the Adolescent (1926, 25.). Both published by H.M. Stationery 
Office. 

^ I.e. boys and girls exempt from school attendance and under eighteen years 
of age. 
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will not again in our times have at its disposal as many juveniles 
as it has now. 


3. Juvenile Unemployment 

The amount of juvenile unemployment was serious in the years 
1922-4; it has diminished since that date. During 1926 the 
average monthly number of boys and girls registered at the 
Employment Exchanges and Bureaux as wanting work was 
37.874 and 38,866 respectively, a total of 76,740. But it must 
be emphasised that these figures represent only the boys and 
girls who register for employment, and, as the young worker 
under sixteen, not being eligible for Unemployment Insurance 
benefit, very often for that reason does not register, and as for 
various reasons a number of youngsters over sixteen also do not 
register, the published figures represent only a portion of the 
actual amount of unemjiloyment. The figures are mainly useful 
as giving some indication of fluctuations from time to time, and 
of those industries or areas where juvenile unemployment is 
particularly severe. 

The position at the present time may be sunimarised by saying 
that over the country as a whole employment is good for boys and 
girls under sixteen, better for them than for adults ; but not good 
even for them in the necessitous areas; that many boys and girls 
are thrown out of work as they near the age of eighteen; and 
that there is a tendency for a new blind-alley gap to be created 
at sixteen. In many parts of the country the demand for young 
bovs and girls leaving school at fourteen is to-day actually greater 
than the supply. 

A “ Sample Investigation ” carried out in June and July 1925 
by the Ministry of I.abour into “ the Personal Circumstances and 
Industrial History ” of 6,000 boys and girls registered for em- 
ployment provides valuable data. It showed that unemployment 
then was intermittent rather than continuous. It found no indi- 
cation of there being a large class of boys and girls who had 
markedly deteriorated as a result of continued unemployment. 
“ Blit,” it added, ” there is a residue of difficult cases which, in 
themselves,* constitute a problem of the first magnitude.” 

The finding here quoted suggests that affiy policy for treating 
the evil of juvenile unemployment must have regard to the fact 
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that the youngsters most likely to suffer are those who are 
physically the weakest and mentally the most backward. The 
effect of unemployment during the formative years of adolescence 
on social and industrial moral is incalculable. Enforced idleness 
during youth is the royal road to adult unemployability, particu- 
larly in the atmosphere of discouragement which besets the 
“ necessitous areas.” 

! 

4. Treatment of Juvenile Unemployment 

Juvenile unemployment was not a social problei)i of any 
magnitude before the War, with the important exception that 
the lives of many young workers were dislocated at about the 
age of eighteen by the termination of those many jobs which 
were termed “ blind-alley occupations ” and that a spell of unem- 
ployment, often of considerable length, then ensued. The 
absorption of juveniles into munition work made it evident at 
the end of the War that there would be unemployment among 
juveniles of all ages, and with this in view Juvenile Unemploy- 
ment Centres were established after the Armistice to provide 
boys and girls awaiting fresh employment with some education 
and supervision. The primary purpose of these centres was to 
prevent deterioration. Attendance was made a condition of 
receiving donation under the Out-of-work Donation scheme, 
which was in force between November 1918 and November 
1919. Another scheme of Juvenile Uncmjdoyment Centres was 
put in force under the Unemployment Insurance Act of 1920; 
and in 1922, when the seriousness of the problem came to be 
more generally recognised, a special effort w'as made to increase 
the number of the centres. According to the latest return 
(October 1926), there were 80 Unemployment Centres actually 
at work in the areas of 30 Educational Authorities. Where the 
centres exist, attendance for a minimum of fifteen hours weekly 
is made a condition of the payment to boys and girls under 
eighteen of unemployment benefit. The cost of administering 
the centres under the different schemes has been bofne in varying 
proportions by Local Education Authorities and the Exchequer. 

This simple outline is enough to show that there is a problem 
of Juvenile Unemployment which requires close attention, but 
that its treatment so far has been discontinuous and vacillating. 
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It should, in our view, be regarded less as part of the general 
problem of Unemployment as of that of Juvenile Employment. 


5. Careers and Blind Alleys 
(a) Apprenticeship and Training 

The Ministry of Labour’s Sample Inquiry referred to above 
showed that the first situations actually taken should be classified 
as follows : 


Apprenticeships . 
Prospects of Training. 
No training 
Casual or Seasonal 


per cent. 

25-8 „ „ 

54-1 M 

15-1 » » 


On the other hand, the Balfour Committee estimates that 
skilled industry can absorb 80,000 boys a year, about half of 
them at the age of fifteen or sixteen, and give them some sort 
of systematic training. 

(&) Openings and Blind Alleys 

Opportunities of apprenticeship or training vary widely in 
different districts. In London over 50 per cent, of the boys 
leaving school each year enter “ conveyancing of men, goods, and 
messages.” That means in most cases messenger work, an occu- 
pation in which the privileges of physical exercise wholly outweigh 
the opportunities of training. But the Ministry of Labour re- 
ported last year that there had been some reluctance, especially in 
London, on the part of boys to take those jobs which are definitely 
labelled “ blind alley ”.by public opinion; it would seem that the 
continued effort made in the schools to persuade boys when they 
leave school to think, not of the biggest shilling, but of their 
future is beginning to have effect. On the other hand, the 
Ministry alSo reports .that in some districts where employment for 
juveniles was good there was a shortage orf suitable boys to fill 
better-class vacancies. 
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(c) Methods of Engagement 

The Exchanges and Bureaux ^ in 1926 filled 220,000 vacancies 
out of 266,000 vacancies notified to them. Only 12.4 per cent, of 
first placings were made through Exchanges or Bureaux. Twenty- 
five per cent, were made through relatives or friends, and just on 
60 per cent, were “ unaided.” The full meaning of ” unaided ” 
in this context will be realised by anyone who has talked to boys 
on leaving school about their future prospects, or hasi seen them 
wandering in the morning through the streets looking for the 
sign “ Boy Wanted.” \ 

Further figures from the Sample Inquiry may be quoted in 
this connection. Thirty-seven per cent, of the boys and 25 per 
cent, of the girls were in the highest class of employability, and 
25 per cent, of the boys and 24 per cent, of the girls in the lowest 
class. There were more boys and girls of the be.st type than 
there were situations of the best type, though there was in general 
“ a substantial correspondence ” between the type of boy and 
the type of job. But of the very worst jobs of all, namely, the 
casual and seasonal jobs, 18.4 per cent, were tilled by boys of the 
best type and 14.2 per cent, by girls of the best type. Of the 
boys and girls who had held four, five, six or more situations, 
“ a comparatively high proportion of the boys and a comparatively 
low proportion of the girls were of the best type.” Finally, the 
worse the type of first situations obtained the longer was the 
total period of unemployment. 

(d) Continued Education and Training 

The Sample Inquiry showed that 15 per cent, of the boys 
and girls were continuing their education, at evening schools 
for the most ])art. A recent return by the London County 
Council shows that 75.16 per cent, of the children who left school 
in the period under examination had not received any continued 
education since leaving school, and that 67.5 per cent, had not 
belonged to any club, social or educational institution. 

We may illustrate the facts here indicated by some results of 

V 

1 The Juvenile Employment Exchanges are maintained by the Ministry of 
Labour under the I.abou^ Exchange Act, 1909; the Choice of Employment 
Bureaux by I.ocal Education Authorities under the Choice of Employment Act, 
1910. 
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an intensive study made by Sir Wyndham Deedes of the after- 
school life of the boys and girls leaving a group of schools in 
Bethnal Green. Of the jobs recorded in this inquiry, 10.5 per 
cent, of the boys’ and 5 per cent, of the girls’ were apprentice- 
ships of some sort; but the majority of jobs, taken on leaving 
school or entered within the next two years, provided no training 
whatever. One per cent, of the boys and 5 per cent, of the girls had 
stayed at school after the statutory school-leaving age; 17.5 per 
cent, of the boys and 32.5 per cent, of the girls had enrolled at 
evening institutes but liad given up attendance; 13.5 per cent, of 
the boys and 6.5 of the girls were attending evening institutes at 
the time of the Inquiry (June 1927) ; ii per cent, of the boys 
and 14.5 per cent, of the girls had belonged to a club or juvenile 
organisation of some kind ; 28 per cent, of the boys and 25 per 
cent, of the girls were still members of juvenile organisations at 
the time of the Inquiry. The hours being worked by very many 
of these Bethnal Green youngsters made attendance at evening 
schools or clubs difficult or impossible. 

To the question of hours we shall return after touching on 
the training which industry gives or can be expected to give. 

6. Education by Employers 

Apprenticeship has special importance, partly intrinsic and 
partly arising from prevalent misconceptions on its scope and 
its utility. At one time its revival was advocated as a means by 
which the young worker would be assured of training, “ have a 
trade in his hands,” and continue his education. Apprenticeship 
Committees and Skilled Employment Associations were set up 
in many places, but it soon became apparent that the revival of 
apprenticeship on anything like a general scale was out of the ques- 
tion, and that in any case apprenticeship is not a cure under modern 
conditions for blind-alley employment. The field of apprentice- 
ship has been drastically restricted, for one reason, among many, 
that machinery has tnade long experience and close training in 
craftsmanship to a large extent unnecessary. Experience during 
the War proved that even in many of the most jealously guarded 
crafts “ ^ill ” could under modern conditions be very rapidly 
acquired. None the less there remain a few industries, notably 
engineering, printing, and the building frades, in which access 
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to skilled employment can scarcely be obtained except by the 
channel of apprenticeship. It follows that “ Industrial Training ” 
must be understood as aiming at special skill in particular pro- 
cesses only for a few of the entrants into industry, and for the 
majority at the development of manual dexterity, mental alert- 
ness, and adaptability. 

The Post Office a few years before the War was rightly 
criticised for taking on a large number of boys and discharging 
them without training at the “blind-alley” age. It thenffiecame 
within its own sphere a model employer of juveniles. The pumber 
of boy messengers is limited by that for which adult empibyment 
can be found. The general education of the boys throughout the 
age of adolescence is continued. A considerable variety of adult 
employment, ranging from the pedestrian postman to the higher 
flights of technicians, is open to them. Some private firms also 
provide admirable educational facilities for their young work- 
people. But they are mainly firms which have many apprentices 
and take particular care of their specialised education. There 
are not many firms which regard the education of its young 
workers generally as part of their duty to society and to their 
own self-interest. 

While we are convinced that general education must be con- 
tinued throughout adolescence, we do not maintain that it is 
the duty of emi)loyers generally to provide that education. We 
suggest rather that juveniles who are at work should be employed 
under conditions which will enable them to profit by what the 
educational system of the country provides for them. 

7. Hours of Work 

The possibility of training and education, to say nothing of 
the well-being of juveniles generally, is intimately connected with 
the hours of labour. The .scandal of long hours worked by 
women and children in the early days of the industrial revolution 
roused the conscience of the country to inteevene and to regulate 
the conditions of their employment. The present situation may 
be shortly summarised : 

I. In textile factories there is a permissible maxiiYium 
week of 66 hours including meals or 55^ hours exclusive of 
meals. • 
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2. In Other factories and workshops a permissible maxi- 
mum of 68 hours including meals or 6o hours exclusive of 
meals. 

3. In shops there is a permissible maximum of 74 hours 
including meals. There are statutory provisions regarding 
meals, which appear to permit of a maximum working week 
of 65 1 hours exclusive of meals. In practice, the working 
week must almost certainly be shorter, owing to statutory 
provisions regarding time of closing. 

The limitations now established have been arrived at by a 
series of steps taken with respect to employment in particular 
types of occupation. There is still no regulation of the hours 
of young workers : 

(a) In offices, warehouses, etc. 

(b) As messenger boys, van boys, and in similar capaci- 
ties. 

(c) In domestic service, including hotels, clubs, etc. 

(rf) In agriculture, although in practice the regulations 
of the Wages Committee appear to keep the juveniles’ work- 
ing week at the .same length as that of adults. 

The industries for which “ permissible maxima ” have been 
enacted are, generally speaking, those in which wages agreements 
have still further reduced the hours of w'ork. The “ unregu- 
lated ” boy and girl occupations are among those in which for 
the most part wages agreements are inoperative. 

Some attempt has been made to deal with these “ unregu- 
lated ” boy and girl occupations. A Departmental Committee 
on the Hours and Conditions of Employment of Van Roys and 
Warehouse Boys, which reported in 1913, found that the hours 
of van boys in certain trades were sometimes excessively long, and 
recommended that they should be regulated by means of by-laws 
admini.stercd by the Local Authorities, and that a weekly limit of 
70 hours, inclusive of meal-times, should be fixed, the meal-times 
to be not les.s* than 1 1 hours per day. Somewhat similar recom- 
mendations were made with regard to warehouse boys. No action 
has been taken as a result of this Committee’s recommendation — 
although it attracted considerable attenticti at the time — except 
in so far as the Employment of Young Persons Act of 1920 
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prohibits the night employment of young persons in mines and 
quarries, constructional work, transport, and industries.^ 

Not only the number of hours w'orked, but the times 
of starting and finishing, are of importance in their bearing on 
education and training. A pre-war inquiry laid down that, if 
attendance at evening schools was to be physically possible, the 
maximum hours of employment (including meal-times) should 
be not more than 58 hours per week. But it pointed out that a 
58-hour week, although it made attendance at an evening school 
physically possible, often left the juvenile so tired that l^e or she 
was incapable of profiting by attendance at an evening school. 
It suggested that a maximum of 48 hours per week (including 
meal-times) should be enforced if proper advantage was to be 
taken of the evening school. 

It is notorious to those in touch with young workers that the 
hours of a large proportion are still much in excess of a 
48-hour week. The facts brought out by the Inquiry in 
Bethnal Green, to which we have alrea% referred, may 
be taken as fairly representative of a large section of young 
London workers. The sample taken was of 200 boys and 200 
girls who left school at Christmas 1924 and Easter 1925. Their 
age would, therefore, be in no case more than 16 years 9 months, 
or less than 16 years 4 months. Table 35 on page 389 gives an 
analysis of the hours worked in all the jobs concerned (omitting 
those in which hours varied weekly or seasonably). 

This table does not include four jobs which even in 
this context invite particular attention. In the first, a van boy 
was working up to 78 hours per week. In the second a boy 
was working in a garage from 8 in the morning to any hour up 
to midnight every weekday. In the third a boy (also in a 
garage) was working fi-tom 7.45 a.m. to 10 p.m. each week- 

‘ By the Factory and Workshop Act of 1901 and the Shops Acts of 1912 and 
1913 young persons are persons between the ages of fourteen and eighteen. 
By the Children Act of 1908 a young person is a person between the ages of 
fourteen and sixteen. By all these Acts a child is a person under fourteen. By 
the Education Act of 1918, incorporated in the Education Act of 1921, a person 
is a child so long as he is under statutory obligation to receive elementary educa- 
tion, i.e. at present up to the end of the school term in which his fourteenth 
birthday falls, and a young person is a person between the age at which childhood 
ends and the eighteenth birthday. It will be seen that a person between sixteen 
and eighteen may be a youfig person for the purposes of Factory Acts, etc., but 
not a young person under the Children Act. 
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TABLE 35 

HOURS WORKED BY JUVENILES (BETHNAL GREEN INQUIRY) 


Hours Worked* 

44 and under 
Over 44 and up to 46 
*» 4 ^ ** >» ft 4 ^ 


Boys. 

3 

5 

6 


Girls, 

5 

I 

13 


Total with hours 48 or less 
Percentage 


14 19 

4-S 6 


Over 48 and up to 50 
.. 50 „ 54 

54 M .. 5-"^ 


3« 

51 

‘)5 

M3 

94 

77 


Total with hours 58 or less 
Percentage 


241 290 

^^3' I 93 V 


Over 58 and up to 62 

.. '02 ,, „ „ 66 

>. 66 ,, 72 

.. 72 ,, M 74 


29 16 

3 

(> 

3 — 


Grand Total 


290 309 


* Inclusive of meal-times. 
Compiled from hiquiry quoted in text. 


day. In the fourth, a boy in a fish-shop, whose day started some 
time between 8 and 9 in the morning, continued till 10 p.m. for 
six days a week and on the seventh day worked from 9 in the 
morning till 12 or i p.m. ; that is, he worked 81 hours a week as a 
minimum. The information on hours of work in this sample 
Bethnal Green inquiry was obtained from the young workers 
themselves and their parents ; information so obtained is subject 
to a certain margin of error, but that error is not by any means 
always in the direction of exaggeration. Many, but not all, of the 
jobs were in “ unregulated ” occupations, and it is evident that the 
problem is partly how protective legislation already in existence 
can be enforced, an4 partly whether the existing law does in fact 
protect the young person from exploitation and permit his con- 
tinued education. 

That these instances of excessive working hours are not 
peculiar *to London is indicated by the results of another 
small Inquiry undertaken for us in a paiysh in the Home Coun- 
ties with a well-to-do residential population. Many boys leaving 
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school in this parish go as errand boys to the local tradesmen, and 
the working hours (including meal-times) per week of the repre- 
sentative number of boys examined include the following: 

(a) Age 1 6, with baker — 67 hours per week. 
lb) Age 16, with grocer — 73 hours ‘per week. 

(c) Age 17, with milkman — 82 hours per week (5 a.m. 
to 5 p.m. six days; 5 a.m. to 3.30 p.m. on Sunday). 

These small sample investigations illustrate in their special 
areas what is a fact for the country generally — namely, that many 
boys and girls work hours which effectively forbid anj^ kind of 
continued education and to a very large extent deny them any 
opportunity of organised games or wholesome recreation. 

8. Present Usefulness and Future Value 

In the light of such facts as are contained in the preceding 
paragraphs it is impossible to contend that we are making the 
mo.st of the nation’s human resources. We may (juote the search- 
ing questions with which the Lewis Committee ^ summed up its 
reference : 

“ Can the age of adole.scence be brought out of the purview 
of economic exploitation and into that of the social coirscience? 
Can the conception of the juvenile as ])rimarily a little wage-earner 
be replaced by the conception of the juvenile as primarily the 
workman and the citizen in training? Can it be established that 
the educational purpose is to be the dominating one, without as 
well as wdthin the school doors, during those formative years 
between twelve and eighteen ? ” 

The Lewis Committee perhaps had their minds sharpened to 
a sense of human values by the War. It is clear from the simple 
statement given above of what happened to children who left 
school eight years after the War, that they have not yet been 
brought into the purview of the social conscience, that seven out 
of ten of them are still subject to economic exploitation, that the 
educational purpose is not dominant, and that the conception of 
the juvenile as primarily the citizen in training has not yet been 
accepted. 

^ Comn’i tlee on Juvenile Education in Relation to Ewplov- 

ment after the War. ^ 
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9. Principles of Policy 

No form of waste is more harmful than the deterioration 
which too often takes place in young workers between the ages 
of fourteen and eighteen. That deterioration is due partly to 
the nature of the work which youngsters are often taken on to 
perform while they are cut off from the stimulus of further 
education, and partly to the innumerable repressions and denials 
of opportunity inflicted on the youth of our industrial centres by 
their environment. Fundamentally it springs from continued 
failure to define what industry requires of youth and what youth 
may rightly demand of indu.stry. 

Employers sometimes complain that the schools do not pro- 
vide them with the employees they require. It is obvious from 
the terms in which this complaint is made that it is often due 
to a belief that the purpose of the schools is to turn out finished 
industrial or commercial products at the age of fourteen. But 
that in fact is not the purpose of the schools, and no child of 
fourteen is. for any purpose, a finished product. On the other 
hand, “educationists ” sometimes draw an unreal distinction 
between life and livelihood, and between living and occupation. 

Happily the educationist and the industrialist are drawing 
more closely together. There are fewer employers every year 
who expect the elementary schools to give a vocational training. 
Agreement is in sight on the jirinciple that education must be 
oriranised so that, in the words of the Hadow Report, it may 
“develop more fully . . . the powers ... of the great mass of 
boys and girls whose character and intelligence wnll determine 
the quality of national life during the next quarter of a century.” 

Liberals have always abhorred the “ factory- fodder ” theory 
of child-labour. Standing as it does for the freedom of the 
human spirit. Liberalism holds that the purpose of education 
is not provide industry with amenable or even efficient human 
material, but to fofm and strengthen character, to create in- 
terests whicli will occupy and dignify leisure, to strengthen the 
mind against incitements and to arouse it to incentives, and at 
the 'same 4:ime to put the means of livelihood within reach of the 
human personality t'hus educated. The pej^meation of the national 
mind bv this view is, in itself, responsible for much of the present 
dissatisfaction witli* the chaotic methods of industrial recruitment 
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which are responsible for many misfits, much inefficiency, and 
much discontent. 

lo. Raising the School Age 

By the provision of free places in secondary schools and of 
scholarships, a ladder to the University has been erected; but 
the manifest waste of much potential ability, the need in industry 
for character and brains, and the example of other (Countries, 
all point to the need for doing much more than has ^et been 
done. The ascent is still too toilsome and precipitous even for 
the minority. For the majority the chance of further education 
depends upon raising the school age and on providing continua- 
tion schools for the whole body of juvenile workers. 

The Report of the Hadow Committee brings the proposal for 
raising the scliool age into the sphere of practical politics. Its 
conclusion is that : “ The course of wisdom . . . would be to pass 
legislation fixing the age of fifteen as that up to which attendance 
at school will become obligatory^ after the lapse of five years 
from the date of this Report — that is, from the beginning 
of the school year 1932.” 

The case for raising the school age to fifteen is, in brief, that 
the extra year of school life, enacted as part of a scheme for the 
reorganisation of elementary education into primary and post- 
primary periods, will enormously increase the effectiveness of 
our wliole educational system, that a child starting work at 
fifteen is in the long run of greater value to industry than one 
who starts at fourteen, and, to quote the Majority Report of the 
Poor-Law Commission of 1909, that young persons must be 
protected “ against the demoralisation of character arising from 
premature entry into industry.” 

The opposition is based on several grounds. Many employers 
resist any proposal which would decrease the supply of the cheap- 
est labour. Parents are very often anxious to realise the pofential 
earning power of their children as early as possible. There is 
at present a shortage of suitable teachers for older pupils, and, 
although the diminishing child-population of the country tends 
to make vacant many school places, new buildings would be 
required in a number ‘of areas, and the annual expenditure on 
Education would be swollen. 
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II. Continued Education 

The proposal to provide Continued Education up to eighteen 
(or to sixteen) is sometimes regarded as an alternative to raising 
the school age. The two policies in reality deal with different 
aspects of the same problem and they are certainly not in con- 
flict. The continuance of part-time education up to the age of 
eighteen was the policy adopted in the Fisher Education Act of 
1918. The principle laid down by the Lewis Committee 
that boys and girls up to the age of eighteen were to be regarded 
by the State as primarily “ citizens in training,” was definitely 
adopted in the Act, which provided for attendance at Continua- 
tion Schools in the day-time for 320 hours in the year. The 
scheme was actually put into operation in London and a few 
other areas; it has been maintained in Rugby; but the wave of 
“ Economy ’’ and the industrial depression which followed the 
boom of 1922 destroyed at its commencement what was intended 
to be a permanent advance in national education. 

We believe that no system of Education can be satisfactory 
if it docs not provide for the age of adolescence: that the present 
lack of physical, mental, moral, and social training during the 
14 — 18-year period prejudices our future as a nation, and that 
it is as mitch to the interest of emplo}^ers that the educational 
needs of their juvenile workers should be met, as it is to that 
of the nation to meet the rightful demands which industry makes 
on the schools. 


12. The Objective 

In our view, the evils which at present beset juvenile employ- 
ment and the chaos in which the arrangements for entry into 
industry are now involved are so overwhelming, and the results 
likely to follow a really adequate handling of a problem so 
promising, that the school age should be raised and part-time 
cOiitinued education •provided as soon as the necessary machinery 
can be erected and set to work. Half a century's educational 
prpgress has step by step raised the age of entering industry to 
fourteen.. But no well-to-do parent to-day cuts off his child at 
fourteen from edutational influence and direction, and it seems 
to us that democracy must continue to pusti forward the threshold 
of employment until childhood in the family of a weekly wage- 
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earner is allowed to be as long as it is in the families of the 
well-to-do. If the child in one class is too young at fourteen 
to be cut off from education, so is the child in another. Parents’ 
narrowness of means must not be the main factor in deciding 
the length of their children’s school-life. So long as it is, equality 
of educational opportunity is denied and industry is deprived of 
potential brain-power. 

Expenditure on education ought to be a highly remunerative 
investment. Waste in that expenditure comes not from paying 
teachers adequate salaries or from providing schools adequately 
equipped, but from tolerating .squalid environment for the schools 
and from launching their output on the world in such conditions 
that ten years’ education is forgotten in two. Economy in relation 
to education means scrupulous prevention of administrative waste 
and thorough provision for the needs and capacities both of the 
average and of the exceptional child. The objective of educa- 
tional policy is clear. It is that all children should be in attend- 
ance at school up to the age of sixteen ; that the jdaces available 
in secondary schools should be proportionate to the number of 
children in all classes of the population capable of benefiting 
from specialised or more prolonged teaching: that part-time 
educatic)!! should he continued up to the age of eighteen; and 
that the arrangements by which children are jdaced in employ- 
ment should be, not the ])rcsent chaos of half-measures and cross- 
purposes, but a businesslike system by which the Education 
Authorities themselves will respond to the needs of industry while 
exercising their proper responsibility for the rising generation. 

13. Recommendations 

As the step which should be taken now towards that objective 
we sugge.st an advance along different but co-ordinated lines : 

( I ) That the number of secondary school places should be 
increased throughout the country in accordance with a definite 
programme, particular attention being paid in the first instance 
to those areas where the provision is notoriously inadequate and 
to the cases where the poverty of parents prevents children '"who 
win free places taking them up.^ 

1 As we have said at the beKinning of this chapter, it is not our intention to 
d&cuss the educational question proper. For this rocison we put our first 
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(2) That every Local Education Authority should be under 
a statutory obligation to provide by the beginning of 1932 
sufficient accommodation in the elementary schools ^ and also 
sufficient day continuation school accommodation, to give every 
child in their area an effective choice between whole-time educa- 
tion up to the age of fifteen or part-time day continuation school- 
ing up to the age of sixteen. 

(3) That, after a term of years long enough to arrange for 
the necessary accommodation and for training teachers specially 
qualified for adolescent education (this period shoiild, we think, 
be one of five or seven years), daytime continuation school 
accommodation should be provided for all boys and girls up to 
the age of eighteen. 

(4) That it should be the statutory duty of T.ocal Education 
Authorities to provide training for all unemployed boys and girls 
up to the age of eighteen. This training should be an extension 
of the work done in the day continuation schools, and out-of-work 
allowances should be payable conditional on attendance at the 
full course of unemployment training provided. 

(5) That in all areas the work of placing young people in 
employment and advising them on the choice of a career should 
be the duty of an Employment Committee set up by the Local 
Education Authority and advised by the Ministry of Labour. 


recommendation in very general terms. What have to be remedied arc two 
gross discrepancies : the first between the practice of different Local Education 
Authorities, the second the handicap imposed on scholarship children in the 
poorer areas. Merely to illustrate the facts we may quote from the most recent 
examination of the problem — Sana/ Pnii^rcss (md Edi'rution Waste (Kenneth 
Lindsay : Routledge) — that 9-5 per cent, of the children leaving elementaiy 
schools go to secondary schools, one-lhird of them being exempt from fees ; 
that I in 1,000 of them reaches the University ; that the percentage of the ten- 
to eleven-year-olds who pass from primary to secondary schools was 27*1 per 
cent, in Bradford, but only 6*4 per cent, in London, 7 3 per cent, in Warrington, 
and 8*4 per cent, in Oxfordshire ; that the proportion of children from seven 
well-to-do London boroughs winning scholarships was four times as high as 
that in s^ven poorer boroughs ; and that wliile 26 9 per cent, of the pupils in 
seconcfSry schools were the children of wholesale and retail traders, 20-5 per 
cent, were the children of skilled, and 3*2 per cent, the children of unskilled 
workmen. Wc; give these figures merely to illustrate an argument which lies 
mi^inly outside our field, though it must enter it at this point. 

^ are purposely not entering into the Hadow Committee's proposal to 
divide the Vlementary .school period into primary and post-primary. The 
phrase “ clcmentar>^ education " is used throughout this chapter on the assump- 
tion that the primary and post-primary system wilt, in fact, be instituted at an 
early date. 
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We have already said sufficient to explain the purport of the 
first four recommendations above. A word must be added on 
the fifth. We have said nothing in this Report except by infer- 
ence on the present division by areas of responsibility between 
Juvenile Employment Committees maintained by the Ministry 
of Labour and Choice of Employment Committees maintained by 
the Local Education Authorities. Nor do we wish to enter into 
this vexed question, except to point out that by an Order in 
Council made operative in September 1927, the Choicfe of Em- 
ployment Committees are placed under the general autl^ority not 
of the Board of Education but of the Ministry of Labour. It 
may be that in this way an administrative solution may be found 
of the industrial-education dilemma. The working of the ex- 
pedient must be watched from this point of view. What must 
be emphasised is that the conception of the juvenile as primarily 
a citizen in training can only be realised by placing the responsi- 
bility for his welfare on the Educational Authority. The 
Ministry of Labour’s function, therefore, with respect to juvenile 
as distinct from adult employment, must be to advise in the 
discharge of this responsibility. 

14. Time for Adjustment 

The policy proposed in the last section will necessitate certain 
changes in industry. Changes are in any case inevitable. As we 
have already pointed out, industry in the next five or six years 
will have to adjust itself to a substantial decrease in the number 
of young persons available for employment. That in any case 
will mean that some work which is now done by juveniles will 
be done by adults. It may mean the abandonment of certain 
processes and possibly even the loss of certain trades. But we 
do not believe that in anything but the very short run, industry 
benefits from displacing adult workers by successive relays of 
young boys and girls. And we do not believe that industiy will 
be crippled, or even seriously handicapped, by being compelled 
(as it is about to be compelled simply by the fall in the birth-rate) 
to devise ways and means of employing adults rather .than 
children. The adjustment will necessarily to a large extent* take 
the form of technical* and managerial improvements. Against 
any difficulties caused by the shortage of juvenile labour must 
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be set a consequent reduction in the rate of adult unemployment 
and a general improvement in the standard of labour available. 

We should add perhaps at this point that we think the pro- 
posals made by the Malcolm Committee for setting up a National 
Advisory Council for Juvenile Employment and for instituting 
a system of working certificates are steps in the right direction. 
But we hold with conviction that a longer stride forward must 
be made now in that steady and rapid advance on the objective 
of educational policy indicated in Section 13. 


15. Training in Indu.stry 

If the policy we suggest is carried out, the responsibility of 
employers as such for training and education will be diminished. 
We do not think that much progress can be made by attempting 
to insist on industry educating its own young workpeople. Con- 
tinued Education should recogni.se fully and generously the pro- 
vision hy certain firms, either of general education or more often 
of specialised technical education for youngsters in their employ. 
But education is primarily a matter for educationists, not indus- 
trialists. The State has a right to insist that an employer should 
not employ a young person for more than a limited number of 
hours per week, and that he should release that young person for 
certain hours in the week to enable him or her to attend a Con- 
tinuation School. Where apprenticeship persists, technical schools 
of all grades .should work in the closest co-operation with em- 
ployers. But what Industry requires to-day is not merely a 
limited number of workers with highly specialised knowledge 
and skill, but a vast numlicr of alert, intelligent, adaptable, fit, 
and willing workers. It follows that “ training for industry ” 
means a method of increasing general alertness and intelligence 
and of giving all working youngsters that adaptability that comes 
of wider knowledge, those opportunities of physical training 
peculiarly needed when the physique of manhood is being formed, 
and “ social •education,” which means essentially a grounding in 
th& ^principles of civics and economics without which willing 
membersHip of the. industrial, as of the social and political, unit 
can hardly be expected. 
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1 6 . Blind-Alley Employment 

If Industry could devise methods by which it would itself 
train all its young recruits, or even offer them fair prospects of 
adult livelihood, the nation might be content with a less thorough 
policy than that we propose with the object of ensuring that the 
care given to the nation’s childhood shall not be wasted by ignor- 
ing the special needs and difficulties of adolescence. But it is 
evident that blind-alley employment results from the hature of 
modern industry and particularly from modern sub-diVision of 
labour. There are some few industries in which the number of 
juveniles employed could be kept in due proportion to adult 
workers. But any attempt to secure a balance in such industries 
would be made ineffective by the existence not only of trades 
which employ a disproportionately large number of juveniles, 
e.g. in operating automatic machines, but of those in which the 
heaviness or difficulty of the work to be done necessitates the 
employment wholly or mainly of adults. The coming shortage 
of juvenile labour creates an opportunity of putting an end 
to the least desirable types of boy and girl labour. The Local 
Ifducation Authorities, as they take over the responsibility for 
adolescent education and employment, will be able to abolish 
casual employment for juveniles, and to favour entry into jobs 
with prospects. 

But, as we have said,' blind-alley employment cannot be 
got rid of altogether. Its persistence means that there will 
always be a considerable number of boys and girls between the 
ages of seventeen and twenty-one, and sometimes even at the 
age of sixteen, who will be squeezed out of juvenile employment 
without being able at once to obtain adult employment. Even 
before the War the duration of unemployment at the end 
of the blind-alley gap was often serious. Youths tramped the 
streets in vain looking for work (and in those days the great 
majority of them were not eligible for Unemployment Behefit) 
for three months, six months, a year, or even two years. The 
result was confessedly disastrous. Under present conditions 
both the number of those suffering from blind-alley unemploy- 
ment and its duration have increased — in some areas very largely 
increased. In some industrial centres there is a disquietingly 
high percentage of registered unskilled workers between the ages 
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n and twenty-five. Moreover, boys who have been 
r nearly always unskilled. The proposals for 

^ Kl* H ^jvvelopment contained in other chapters of this Book 

M 1 Df* ^ P*“<^vide work for scores of thousands of adults, 
•11 P A ^ that in the organisation of this work special 

^ 1 ^ should be made for employing those suffering from 

Moreover, Training Centres would be 
arrang « mg u ^ youths and young men. From them 

f ” r^inilnr vn work on the land at home or abroad. 

niilrl o-rJ^ c c-* to the towns strengthened and reinvigor- 
some would grave sys. , ^ ^ • i r ,.1 • r 

Others would gcgh at a crucial turn of their lives. 


ated for adult emch per 

in rela 17. Training Centres 

lust ^'j„g Centres already established by the Ministry 
The four Train think, proved their value. It is time that the 
nf T ihniir have we^' Should be applied. The total cajiacity of the 
expedience gained Svtant I'^^^tjian 1,500 men. We suggest that non- 
present centres is font T^’o established on lines similar to those 
residential centres shojng t'”Sham in all the urban areas where unem- 
at Wallsend and Birm week'^ i s’lould be a considerable 

plovment is most sevei of residents centres m order to provide 
increase in the number ommi'’' youths and young men suffering from 
training on the land fcr the’^- 1 ramees at the end of their course of 
blind-alley unemployme. in in to decide whether to look for an opening 
instruction would be free it ha^ttle overseas, or to return home to look 
on the land at home, to sg thet-. The purpose of the training, that is, 
for industrial emplovmcn6o, 7 would aim at preventing the marked 
would be partly remedial ; as sifen takes place m a prolonged break 
deterioration that too ofipectit employment. But it would also do 
between juvenile and aduland t^ohihty of labour between town and 
something to restore that 1 Tc^iecked not only by the lowness of 
country which has been ced iif^^e creation of a purely urban habit 
agricultural wages, but by -ate ration that “ the unemployed ” refuse 
of mimL. The constant allcg maP'oded time and again; and we hope 
work on the land has been ex> of d the land, at reasonable wages 
that openings, for employmeri the taming independence, will be con- 
and. with fair prospects of atrkinfal Land Policy gets to work. In 
siderSbly increased as the Libcie e\l as the centre of a great Lmpire, 
any case, the position of Britaif less/ith knowledge of the land and 
demanding in every part men wi a^p 


3COI 



BRITAIN'S INDUSTRIAL F U T U R 3^ 

some love of it, makes it imperative that something/ should be 
done to correct the disparity between the number ofy’ settlers re- 
quired and the number of land workers available. "Wg are deal- 
ing with Training Centres in this section of our Report because, 
while they will provide training for young men of’ all ages, we 
think that they should not exclude boys of under /'gjghtegn who 
are not yet able to obtain adult employment. It obvious that 
their establishment and direction would be in ihg hands of the 
Ministry of Labour. 


1 8 . Rural Industry 

We are not suggesting that large numbers town-bred boys 
can be induced to leave their accustomed pa 7 ^^ements for work 
as farm-labourers. We would provide for training on the land 
partly for its own .sake, partly for the sake the Empire, and 
partly for those few town-bred boys in whos,e minds the idea of 
getting back to the country somehow surviy^t- But the problem 
of the country-bred boy and girl is in itself important. 

In any properly balanced community a rJumber of countrymen 
and countrywomen will go to the towns./ gnt their migration 
should be an overflow, not a running le^'h. The country itself 
should offer a career to the country-bred hoy. Agriculture must 
offer opportunities of independence suf|igief,t to outweigh the 
attractions of town-life before the disfingtively rural problem 
of entry into industry can be solved. That means in effect a 
great increase in the number of small-hqj](jings family farms, 
and freedom of movement from wage-Oaming on the land to use 
of the land. No spirited boy will, if/ he can avoid it, commit 
himself for life to an employment i^ ^yhich his prospects are 
limited to a wage of 30J. or 32.?. per' ^eek. The task of those 
who are responsible for guiding entry agriculture is obviously 
governed by the opportunities which agriculture offers in their 
areas. But whether the surplus; of country-bred .yiveniles 
be the natural surplus or the nre'sPnV pxrf><;<;ivp %iirn1ii<! 
the entry of rural children into 'industry should be properly 
guided and developed. Some County Councils, notably Kent 
and Leicestershire, have paid spo^iai attention to the problem, 
a^^nd we n^e with particular intengg^^ attempt being made by 
the Kent County Council to revjye apprenticeship in agriculture 
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and the setting up in the Romney district of a Winter School on 
the lines of the Danish High Schools. 

Another important task undertaken by County Council Choice 
of Employment Agencies is to make arrangements for the after- 
care of boys and girls in the towns where they go to work. The 
difficulties of setting up satisfactory machinery in thinly populated 
scattered rural areas are obvious. It is impossible to establish 
Juvenile Employment Exchanges in every village. On the other 
hand, an effective system of advice, placing, and after-care can 
be worked through the village schools. This is one of the facts 
among many which persuades us that whatever part the Ministry 
of Labour plays in relation to Juvenile Employment, the Educa- 
tion Authorities must be mainly responsible. 

19. Limitation of Hours 

The very important ([uestion of hours of juvenile labour 
remains for treatment. The figures we have given indicate that 
a large number of young boys and girls are still employed for a 
number of hours per week which make impossible any kind of 
continued education. 

It is an ironical comment on the Washington Convention, 
which aims at making the principle of an 8-hour day and a 
48-hour week operate in industry throughout the world, that 
Great Britain, although it has accepted that principle in practice 
without actually ratifying the Convention, still permits boys’ and 
girls’ working-weeks of 60, 70, or more hours. It seems to us 
imperative that juveniles as such should be protected from over- 
long hours at work irre.spective of the kinds of occupation in 
which they are employed, and that the limitation of hours should 
be imposed by Parliament. To make it a permissive subject of 
local bye-laws, as is proposed in a Rill recently introduced in the 
House of Lords, would create highly undesirable local inequali- 
ties. iife suggest that the maximum working week for any 
young worker up to the age of eighteen should be 48 hours in- 
clusive of meal-times and of the time given to continued educa- 
tion, and that the normal working day should lie between seven 
in the morning and six in the evening. That would mean an 
average full working day of less than, nine hours with the 
evenings left free for recreation and education. In agriculture 
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the hours of commencing and finishing work should be rather 
more elastic, and also in domestic service of certain kinds. But 
exemptions should be very sparingly given. The general pro- 
hibition of juvenile employment after six in the evening would 
do more than anything else to stop the present evasions of the 
law. 

Trades which would “ suffer ” — if the word may be so mis- 
used — would include a number of shops, hotels, and clubs. The 
productive industries, apart from their giving time ofi for con- 
tinuation schooling, would not be seriously affected. we have 
pointed out, the supply of juvenile workers is decrea^iing fast 
and will continue to decrease in the next six years, and after that 
will rise slowly to a level lower than that at present existing. 
Ihat means a considerable measure of reorganisation in industry 
and commerce, and the disappearance of certain types of boy and 
girl labour. The occupations which should be closed to juveniles 
first should be those which exploit present willingness at the cost 
of future fitness. The reorganisation forced on industry by the 
fall in the birth-rate must be governed by the consideration that 
an immediate shortage of juveniles means a coming shortage of 
adults. 


20. Conclusion 

Ihe reforms we have outlined in this chapter may be des- 
cribed primarily as industrial, or primarily as educational. It is 
of the nature of the problem that either description is equally 
correct. The young vvorker occupies debatable ground. The 
educationist, who at his best represents the interest of the nation 
in the future of the race, claims him ^ as his charge. The in- 
dustrialist, who at his worst allows present profit to blind him to 
future earning power, has in reality the best of reasons for allow- 
ing the educationist’s claim. There was a time when colliery 
proprietors and cotton spinners thought that prosperitjr^^vvould 
vanish if little children were no longer allowed to pull a^truck 
underground or doff a frame. That state of mind has gone, 
happily beyond recall. The belief that maturity in the ^children 

pronoun of common gender handicaps us through- 
out tnis Chapter. “ Boy " muft be taken as including ‘ ‘ girl " wherever the context 
permits, and he ' as including she." 
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of the working classes is reached at the age of fourteen is 
going. 

The reforms we have put forward, — whether they affect the 
school-leaving age, the continuation of education throughout the 
dangerous and difficult years of adolescence, the methods of 
advising children on leaving school and of placing them in work, 
or the limitation of juvenile hours of labour — are inter-depend- 
ent. They are based on the conviction that the future of British 
industry depends on the quality as well as on the quantity of the 
goods it can produce, and that the quality of our industrial pro- 
duction rests first and last on our ability as a nation to give its 
children scope and freedom for the development of their natural 
endowments. The recommendations we make in this Chapter 
are not shaped simply by educational considerations ; nor do they 
proceed from a sentimental or even humane desire to do justice 
to the youngsters who are in industry but are powerless them- 
selves to control the conditions of their employment. They 
represent an attempt to see from the national point of view the 
solution of a problem in which the present to a peculiar extent 
governs the future. 
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ARGUMENT OF BOOK 5 

Unemployment is partly attributable to monetary causes and 
the eccentricities of post-war European currencies. There are 
grounds for believing that monetary phenomena have always 
played a large part in fluctuations of trade activity than used to 
be recognised. The return to the gold .’standard sets limits to the 
control over these phenomena that can be e.vcrciscd by national 
action. But something more may be achieved by international 
action. Close co-operation between Central Banks is, therefore, 
desirable. The national character of the Bank of England 
should be emphasised by fixing its dividend at the present rate, 
surplus profits being retained by the Bank for national pur- 
poses. More detailed figures and additional information should 
be made public on the lines followed by the United States Federal 
Reseri’e system. The note-issues of the Treasury and Bank 
of England should be amalgamated, but only after full and 
public discussion of the future principles of regulation. 

The system of national accounting in the Budget should be so 
reformed as to enable Parliament to control expenditure and 
ensure economy with full knowledge of the facts. 

The area of possible economies is mainly confined to the War 
Departments. But an ill-devised system of taxation may inflict 
avoidable damage upon industry. Thus direct taxation has now 
reached a point which necessitates the closest scrutiny of all 
properly reducible national expenditure ; this does not include 
judicious outlay upon social betterment, since zvise social ex- 
penditure contributes to industrial efficiency. Besides, taxation 
is in wft aspect an effective instrtiment for the just redistribu- 
tion of wealth. 

The system of local rating is far more injurious to industry 
thdn national taxation, raising production costs, bearing more 
heavily oh the more depressed industries, and burdening the 
worker out of proportion to the burden imposed on his zvealthy 
neighbour. The relief of rates is by far the most pressing of 

407 



financial reforms. With a view to the reduction of this burden, 
liability for outdoor relief to the able-bodied poor should be 
transferred from Local Authorities to the State; expenditure 
on roads should he so redistributed as to throw a larger propor- 
tion on the Road Fund; the system of grants-in-aid should be 
extended; rates should be transferred, as far as possible, from 
buildings and improvements to site values; and rating areas 
should be drastically revised with a view to a more equal dis- 
tribution of the burden of rates. The possibility of further 
reforming the rating system by ,tl^e graduation of )catcs for 
the relief of the less wealthy classes of ratepayers 'on lines 
analogous to iho.w already adopted for income-tax is also sug- 
gested. 
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CURRENCY AND BANKING 
I. The Monetary Factor 
(i) Inflation 

N O survey of the conditions and problems of industry can 
be complete without reference to the important part which 
monetary factors play in the ups and downs of trade. 
The vagaries of European currencies since the Armistice have 
provided us with a series of fresh and vivid illustrations of the 
far-reaching effects which currency derangements can exert on 
economic life. The experience of one country after another has 
made the features of the process of inflation familiar, almost 
stereotyped, phenomena. Prices rise slowly at first, but with a 
gathering momentum; they rise generally, but most unevenly, 
wholesale prices outstripping retail, the prices of goods that enter 
into foreign trade rising most of all. There is a state of feverish 
business activity, with little or no unemployment, with, for some 
time, even an appearance of general prosperity. But the appear- 
ance soon proves to be illusory. The feverish business activity 
is seen to be inefficient and most wasteful activity, with specula- 
tive cleverness at a premium, and solid work and enterprise at a 
discount. There is a fungoid growth of unnecessary inter- 
mediary operations, and a decline in genuine productive effort. 
The country’s products are exchanged for the products of other 
countries on absurdly disadvantageous terms. A redistribution 
of Vf^:?lth is effected, more revolutionary than the most revolu- 
tionary of Governments would deliberately enact, yet of a kind 
to increase ‘rather than diminish the inequalities of wealth. The 
public servants, and the professional classes, and the rentiers are 
pulled down; and ‘the profiteer and the speculator are exalted in 
their place. Such are the characteristicf^of inflation, which have 
been profusely illustrated by the post-war history of Europe. 
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(ii) Deflation 

The post-war period has been almost equally prolific of 
object-lessons in the opposite process of deflation; and the 
characteristics of deflation, though less spectacular, are no less 
clearly marked : falling prices, and again unevenly falling prices ; 
a falling-oflF in general demand; depression and unemployment. 
Attempts on the part of the employers to get wages down ; 
resistance from the side of the workers; conflict and chaos and 
loss. Profound disharmonies are set up by the process! between 
the prices and wage-rates in different groups of trades. VIn “ un- 
.sheltered ” industries exposed to foreign competition the fall in 
prices is inexorable; the employers accordingly are inexorable 
in their demands for lower wages, and the workers are unable to 
resist. In “ sheltered ” trades, on the other hand, the pressure is 
less severe; the wage-rates of the workers and the selling prices 
of the products arc lowered comparatively little. An obstinate 
maladjustment is thus set up, which weakens the country’s com- 
peting power in foreign markets. The incongruous spectacle is 
exhibited of the most dignified and difficult trades, as regards 
business enterprise and manual skill alike, offering the most 
inferior rewards. 

Just as feverish activity is the leading characteristic of 
inflation, so the leading characteristics of deflation are prolonged 
depression and malaise ; and the medical parallel holds at least so 
far, that it is probably unavoidable that a fever of inflation should 
be succeeded by a period of subnormal business temperature. In 
the case of several European countries, however, the malady has 
been aggravated by the desire to “ revalorise” the currency (i.e. 
to raise its exchange-value) before “ stabilising ” it. This 
process of revalorisation, which may be likened to the 
once fashionable medical policy of “ bleeding,” is infallibly 
accompanied, whenever undertaken, by severe trade de- 
pression. In extreme cases, no room for doubt exists 
as to the relationship of cause to effect. No one, for esiiimple, 
can fail to connect the busine.ss dejiression w'hich overtook 
Italy in 1927 with Signor Mussolini’s policy of .revalorising 
the lira. In our case, the return to the gold standard at the 
pre-war parity has undoubtedly involved a strain, about 'the 
precise degree of which opinion differs. In the opinion of 
some of us it has been a major cause of our immediate difficulties. 

410 




CURRENCY AND BANKING 


Others of us consider that its disadvantages have been outweighed 
by advantages to trade resulting from the restoration of stability 
in the international exchanges and by giving a general stimulus 
to European recovery. 


2. The “Trade Cycle" 

The influence of monetary factors is thus seen at work in 
the movements of trade and prices in post-war Europe; and the 
question arises whether they may not have played a larger part 
than it has hitherto been usual to assign to them in the more 
moderate fluctuations of trade and prices which occurred nor- 
mally, with a curious rhythmic regularity, before the War. It 
is certainly noteworthy that the world-wide character of trade 
booms on the one hand, and trade depressions on the other, 
which were so prominent a feature of the pre-war “ trade cycle," 
disappeared with the disappearance of the common gold basis 
which had hitherto linked together the currency systems of most 
of the world. It has not been true since the Armistice, as it 
used to be true before the War, that the course of trade activity 
has been broadly similar in Britain, in continental countries, in 
America, and in the Far East. On the other hand, there has been 
a remarkable correspondence in each country between its course 
of trade activity and the particular monetary policy which it 
has chosen to pursue. Countries which have been inflating their 
currencies have experienced, at least in the initial stages, the 
hectic fevers of a boom ; countries which have been deflating 
their currencies have undergone the malaise of trade depression; 
while a remarkable steadiness of trade conditions has been notice- 
able in the United States, where, under the new Federal Reserve 
system, the experiment has been more or less consciously pursued 
since ^^23 of regulating the supply of credit so as to keep trade 
and prices on an ewn keel. The American experiment, indeed, 
is of great Jnterest. Though the evidence is as yet far from 
conclusive. It is permissible to hope that it may prove to be 
within tlje power of a wise monetary policy to diminish mate- 
rially those wide fluctuations in general trade activity which led 
periodically to unemployment on an e:^tensive scale. Failing 
this, the return of the world to a common gold basis may be 
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expected to bring with it a recurrence of something resembling 
the pre-war “ trade cycle.” 

Our existing unemployment in Great Britain, however, can 
scarcely be represented as being the result of ^a cyclical 
depression, properly so called. It is mainly due to a loss 
of export trade. This loss is attributable in part, as we have 
already argued, to general impediments in the way of the world’s 
commerce, and to other causes having no connection with mone- 
tary policy. In part, however, it is attributable to causes with a 
monetary origin — namely, to the added difficulties of cpmpeting 
Avith our foreign rivals arising out of the maladjustment' between 
” sheltered ” and “ unsheltered " prices w-hich has been left behind 
by w'artime inflation and subsequent deflation, a part of which was 
afterwards stereotyped by the return to the gold standard at the 
pre-w^ar parity. Here, however, a complete monetary remedy is no 
longer open. We have returned to a gold standard on the basis 
of the pre-W'ar gold parity; and however our views may differ 
as to the wisdom of that step, its reversal is deemed to be 
impracticable. We cannot therefore seek for a remedy of the 
existing disparities in w'age-levels in an alteration of the parity 
of exchange. 

It is none the less important to safeguard, in so far as we are 
able, against the possibility of the occurrence of a fresh general 
trade depression, which might undo all our efforts to solve the 
existing problem. We regard this possibility as a serious danger, 
in view of our basic monetary conditions. It is pertinent, there- 
fore, to consider what safeguards against it are available. 

3. The Case for International Co-operation 

Having placed our currency once more on a gold basis, the 
limits are fairly narrow to what can prudently be done within 
me sphere of national policy. The freedom of action of the 
Bank of England in regulating the volume of credit is necessarily 
limited by the necessity of protecting its gold reserves Against 
a heavy external drain. The monetary conditions prevailing in 
this country are thus largely at the mercy of the policies which 
other gold-standard countries choose to pursue. This considefk- 
Uon emphasises the importance of the project, approved by ‘the 
Genoa Conference in 1922, of international co-operation between 
Central Banks for preventing undue fluctuations in the purchas- 
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ing power of gold. The gold standard has the advantage of 
supplying the readiest means of securing stable foreign exchange- 
rates between different countries — a condition of great importance 
for interna^tional investment and of convenience to international 
trade. But stable foreign exchange-rates are not enough. 
A steady, healthy development of trade rec|uires, as an 
indispensable condition, the utmost possible stability in the pur- 
chasing-power of money. It is, indeed, implicit in our use of 
money at all as the intermediary by which commodities and 
services are exchanged, that we regard it as possessing a stable, 
reliable purchasing-power. It is implicit in the idea of a 
Standard of Value that the value of the standard should be 
definite. If these expectations are disappointed, it is not there- 
fore surprising that the working of the economic system should 
be thrown out of gear. 

But there is no reason why these expectations should be 
realised, if in each country which adopts gold as its basis of its 
currency the Central Bank devotes its energies to maintaining 
exchange-stability, regarding the value of gold as outside 
its control, and makes no atteni])t to control this value by 
mutual co-operation. On the contrary, it is possible, under such 
conditions, as past experience has shown, for the value of money 
to undergo a radical change within a comparatively brief space 
of years, either downwards or upwards, entailing all the disagree- 
able consequences of inflation or deflation. We have no security, 
moreover, failing a measure of international co-operation, that 
the value of money may not change much more considerably in 
the future — and with more damaging effects to industry — than 
it has done in the past. We attach, therefore, great importance 
to the Genoa project of international co-operation. 

The practice of consultation between Central Banks has in 
fact developed considerably in recent years. This practice of 
consultation should be continued and extended. At present, 
howQ^sir, it is shrouded in an atmosphere of impenetrable secrecy. 
We believe that the' practice of issuing from time to time public 
statements of policy would strengthen business confidence and 
hasten the evolution of banking methods by facilitating informed 
crit'icismf The concealment of important facts is indeed in 
itself a serious obstacle to the creation of, stability and confidence, 
on account of the doubts and uncertainties which it occasions. 
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In any case it is very desirable that there should be more formal 
international discussion of the objectives of monetary policy 
either in the form of the Conference of Central Banks suggested 
at Genoa, or in some other form. Actual measures of collabora- 
tion between Central Banks must be a matter of day-to-day ad- 
ministration ; but monetary policy in general is a different matter. 

4. The Bank of England , 

i 

It is further desirable, in our judgment, that the control of 
our credit .system, which is wielded by the Bank of England in 
virtue of its position as our Central Bank, should be exercised 
more deliberately and systematically than hitherto, with a view 
to the maintenance of steady trade conditions. The power of 
the Bank of England in this direction is, as we have said, limited 
by the necessity of maintaining the foreign exchanges and thus 
safeguarding the gold reserve. But these limits still leave it 
a useful margin of di.scretion. We are not in agreement 
with tho.se who would nationalise the Bank of England, much 
less our banking system as a whole. On the contrary, we 
regard the Bank of England as an admirable specimen of the 
“ semi-socialised ” institutions which represent, in our view, the 
true line of development. But it ought to become part of the 
recognised duties of the Bank of England to regulate the volume 
of credit, so far as possible, with a view to the maintenance of 
steady trade conditions. 

We are clear that for this purpose the Bank of England should 
in essentials be retained in its present form. But in the last 
resort ultimate responsibility for a sound currency and credit 
system must rest upon the State. If this vital responsibility is 
to be entrusted to the Bank of England, it should be made evident 
that the Bank is a national institution, as indeed it is already in 
all but form and name, and not a piece of private property and 
private enterprise such as it actually was in its early days, this 
can be made clear, it will indeed strengthen the Bank, by freeing 
it from criticism on the ground that it represents a narrow class 
rather than the whole community, or that it is operating in the 
interests of private shareholders and is therefore capable-of bding 
influenced by their special interests. With this object in view 
we make the following suggestions as to the formal constitution 
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of the Bank of England, but we do not contemplate that these 
changes would in themselves make any very material change in its 
actual means of operation ; for it is the aims and objects of the 
Bank rather than its position or its powers which need modifica- 
tion. 

(1) The dividends to the shareholders of the Bank should 
be fixed permanently at their present figure, which figure should, 
however, be guaranteed by the whole assets of the Bank. The 
surplus profits should normally be retained within the Bank, as 
they are now, and used to increase its financial strength. In the 
last resort, however, any surplus profits which were not re- 
quired for this purpose should belong to the Treasury. We 
attach great importance to the financial strength of the Bank 
of England, and we think that the policy of further strengthening 
it would be facilitated by the removal of any suggestion that the 
great profits of its privileged position are being accumulated for 
the ultimate benefit of private persons. 

(2) The Court of Directors, which is at present an un- 
wieldy body, should be substantially reduced in size, and the 
method of appointment and the qualifications of directors re- 
considered. 

(3) The recent practice, by which the Governor has held 
office for much longer than the old term of two years, should be 
formally approved, the term of office being fixed at five years, 
renewable for a further five years. 

(4) The co-operation between the Treasury and the Bank 
of EngLuid, which has inevitably become much closer than it 
was in pre-war years, should be expressly provided for in the 
inner Management of the Bank. 

5. The Note Issue 

We share the general opinion that the Currency Note Issue 
and thjf, jBank of England Note Issue should be, sooner or later, 
amalgamated into a single issue on a revised basis. 

The effective volume of our currency is regulated at present 
by .the terms of a Treasury minute, which, apart from a sub- 
stantial inflow of gold, allow only a very slight margin for 
possible expansion. The maximum voVime of currency at 
present admissible would, therefore, be insufficient to sustain 
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any considerable expansion in trade and in employment; so 
that an incipient revival of trade might be brought up sharply 
against the obstacle of credit restriction. 

Apart, however, from the volume of the currency, the prin- 
ciples governing the gold reserve to be held against ft should be 
reconsidered. Formerly this reserve was held partly against 
the contingency of a foreign drain and partly against the con- 
tingency of a drain into the internal circulation. Now that gold 
sovereigns no longer circulate, the latter contingency cahnot arise. 
The whole of our gold reserves are held, therefore, foir external 
l)urposes. This change of conditions should be deliberately 
recognised with a view to immobilising as little gold as possible 
and to rendering the maximum proportion of our stock available 
to meet an external drain or other international emergencies. 
At present out of a total gold holding of about £150,000,000, 
only some £35,000,000 is available to meet contingencies, the 
balance of £115,000,000 being totally immobilised except in the 
event of the internal note issue being contracted, a contraction 
which it may be impossible or undesirable to bring about at the 
moment when the gold is required for use abroad. 

Thus there are sufficient grounds to justify the demand, 
voiced by Mr. McKenna and others, for a public inquiry into the 
futtire regulation of the Note Issue. We consider that it is 
indispensable that the change should not be made until the matter 
has been fully and publicly debated. 

6. Publicity in Finance 

We have referred above to the vital need for full enlighten- 
ment of the public as to monetary, credit, and exchange policy, 
and for open discussion of the problems involved in the amal- 
gamation of the note issues. There is the same need for pub- 
licity over the whole field of banking. As in industry, so in 
finance, full knowledge of the essential facts and public di^ritssion 
of the policy are the only remedies for suspicion and the only 
safeguards against hostile criticism. Both the B^nk of Eng- 
land and British Banks generally lag far behind corresponding 
institutions in the United States in respect of publicity. *The 
statement made by Gqorge Norman, a forrher Director of the 
Bank of England, before the Bank Inquiry Committee of 1832 
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that “ generally the Bank will suffer more from ignorance than 
knowledge; even under the present system its affairs are not 
absolutely secret,” is even more true to-day than it was almost 
a century ago, and it applies not to the Bank of England alone 
but also to the whole of the British banking system. 

In our opinion, the Bank of England should give far greater 
publicity than at present to the principal monetary transactions 
for which it is responsible. The existing form of accounts, 
which was drawn up over a century ago, is altogether inadequate 
for modern needs. For a proper understanding of the policy of 
the Bank, detailed figures prepared in the light of contemporary 
requirements are essential. In addition we consider that the 
Bank of England might well follow the path blazed by the 
Federal Reserve Board and give general indications of its mone- 
tary and credit policy from time to time, of the objectives it is 
pursuing, and of the means by which it hopes to attain its ends. 
We are convinced that such publicity, far from doing harm, 
would actually strengthen the position of the Bank and would 
give confidence and assurance to responsible financial and banking 
authorities. 

In the case of the Joint Stock Banks, their published state- 
ments should be made on a uniform plan, and should be more 
comprehensive and more detailed. The common practice of 
” window-dressing ” the published statements by making them 
refer to the figures of specially selected days instead of the 
daily averages should be made illegal. Furthermore, the Banks 
should make a return of the aggregate of the sums transferred 
by cheque to and from individual accounts — a figure which has 
become important with the decline in the number of banks and 
the consequent shrinkage in the proportion of cheques passing 
through the various clearing-houses. 

These changes and the fuller discussion of banking policy, 
together with the other reforms set forth above, would remove 
ignorSiite, cure suspicion, and generally create popular under- 
standing and confidence in the part played by the monetary and 
banking systfem in the economic life of the nation. 


27 
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REFORM 0 ¥ THE NATIONAL ACCOUNTS 
I. The Case for Reform 

E conomy in the Public Services, as we shall argue later, 
is of the first importance. The greater the part which 
these services are expected to play in the national life, the 
more important it becomes. The problem of efficient administra- 
tion is to get good value, and economy in expenditure is one-lialf 
of this task. But the pre.sent way of setting forth the Budget and 
the National Accounts is ill-adapted for bringing to notice the 
degree of economy practised. The items where economy is of 
the essence of efficiency are swamped by items where a reduction 
of expenditure is either impossible or undesirable. The result 
is that the demand for economy in administration is hopelessly 
mixed up in the public mind with the quite different demand 
for a reduction of expenditure through the State ceasing to fulfil 
functions or provide services. A business can diminish its gross 
outgoings either by handling the same turnover of goods more 
cheaply or by turning over less goods. The first is economy; 
the second is restriction of output. These are obviously totally 
different things. The items of the National Budget, however, 
are set forth in such a way that what correspond to these two 
things are frequently confused. We never know when a publicist 
demands economy whether he is calling on the State to do its 
business more economically or to slow down altogethei^ une or 
more of the businesses which it carries on ; whether the call is for 
less expenditure on overhead or for less turnover. The fact that 
in the case of the State there is often no exact criterion of “ good 
value,” whether from warships or from schools, renders the' dis- 
tinction inevitably less^ clear-cut than in the case (e.g.) of elec- 
trical supply, where no one is likely to make a confusion between 
a reduction of expenditure due to producing current more cheaply 
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and one due to producing less current. This makes it all the 
more necessary that the national accounts should be kept in such 
a form as to make everything as clear as possible. 

2. The Obsolete Character of the Budget 

Let us remind the reader what the Budget is. It remains 
what a hundred years ago most accounts were, a purely Cash 
Account, namely, a statement of actual cash receipts and actual 
cash outgoings between specified dates. It permits no distinction 
between capital items and current items. It makes no allowance 
for liabilities or debts incurred but not discharged, or for assets 
or income accrued but not collected. For example, the yield of 
the income-tax is not the amount of tax accrued and due within 
the year, but the amount collected and paid into the Exchequer 
during the period. Thus it is at the mercy of the accidents of 
the actual dates of payment and of the fluctuating pressure, 
voluntary or fortuitous, of the tax authorities. Since income-tax 
and super-tax are collected near the end of the financial year, the 
above irrelevant factors may enrich or impoverish a given year’s 
revenue at the expense, or for the benefit, of the following year by 
many millions. 

Whilst, however, the existing form of the Budget itself con- 
cedes nothing to the modern conceptions of a Balance Sheet and 
of a Capital Account, nevertheless the consequences of following 
this method completely wotild be in modern conditions so incon- 
venient, and indeed absurd, that it has been increasingly modified 
in recent practice by establishing separate funds outside the 
Exchequer. Some capital expenses (e.g. for the Post Office) are 
entered in the weekly published accounts “ beloAV the line” (i.e. 
are not paid for out of revenue account) ; some assets 
and overdrafts are accumulated in separate funds (e.g. in the 
case of the Insurance Funds and, hitherto, of the Road Fund) ; 
and so|p5 current receipts are also thus separately accumulated in 
the first instance and* are then paid over to the Exchequer, not 
as they accrue, but at irregular intervals. All this is done, 
hoAuever, not according to any single plan, but as the result of a 
gradual eAjolution and of historical causes. In consequence the 
Budget Statement is exceedingly ill-adapjjpd for disclosing the 
true financial position of the country as it emerges from the 
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year’s activities. Moreover, the practice of not paying all 
receipts into the Exchequer as they accrue, but at irregular 
intervals (which intervals can be lengthened or diminished at the 
discretion of the Chancellor of the Exchequer), has had the 
result of further increasing the extent to which tlie published 
Budget results can be rigged. In recent times the actual results 
have probably been variable in any given year to the extent of at 
least £10,000,000 to £20,000,000, to suit the book of the Chancellor 
of the Exchequer for the time being. Apart from the public 
hen-roosts which Mr. Churchill has raided, it is imjipssible for 
an outsider to estimate what private hen-roosts inside the Treasury 
he has also helped himself to. At any rate, the Finance Accounts 
show the following items brought to account in the last two 
years which do not belong in any way to the Revenue levied and 
accrued in these years. Previous Chancellors of the Exchequer 
have also done the like in varying degrees. 


Anticipation of Drewers’ payments 

Transfex' from Road Fund ..... 

Excess Profits Duty and Munitions Levy 
Corporation Profits Tax . . . . . 

Sale of BritivSh Dye-stuffs Corporation Shares . 
Agricultural Credits, SuiTcndcr of J5a lances 
F’ayment for Uturings supplied in ioiq 
D isposals and liquidation ('oinniissioii . 

Shipping Liquidation Commission 

Enemy Debts Suqilus ...... 

War Risks Insurance ...... 

Food Commission Surplus ..... 

Railway War Agreements liquidation . 

Sale of British ('orn Bureau, Bucliarest . 

Transfer from Bankruptcy and Com])anics Winding- 
up (Fees) Account . . . . . 

Transfer from Navy, Army, and Air Force Insurance 
Fund ........ 

Repayment of Advances for Damage by Enemy 
Action ........ 

Pre-Moratoriiim Bills ...... 

Sugar Commission Surplus ..... 

Allied Governments Suspense Accounts Balances 
Surrendered ....... 

Repayment of Loans to other Governments . 

Taken from Balances of Revenue Departments, etc. . 


1925-0. 

I 


2.000. 000 
1 T , 670,000 

600.000 
00, 000 

488.000 

7,iq 1,000 

3.807.000 

8 . 000 . 000 

1 .706.000 
1 ,000,000 

850.000 

160.000 


8,pooc 

500.000 

100.000 

615.000 

135.000 , 

815.000 


;t40, 124,000 


1926 - 7 . 

i 

5.000. 000 

7.000. 000 

4.500.000 

3.970.000 

15.000 

3.108.000 

3.716.000 

5.500.000 

367.000 

1 . 000 . 000 
753.^500 

160.000 

473.000 

1.100.000 

•ti* 140,000 

50.000 

40.000 

5,67^,000 

'55,000 

4.644.000 

£47.245.000 
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It is impossible to deduce from Mr. Churchill’s Budget State- 
ment at what the corresponding figure for 1927-8 should be 
estimated — but it is certainly substantial; and in the absence 
of this figure the House of Commons cannot form a judgment 
as to its financial soundness or otherwise. 

The preceding table is not complete, and there are probably 
some compensating items of which account should be taken on the 
side of expenditure. Our point is, however, precisely this, that 
Parliament and the country can have at present no idea as to 
the extent to which a Chancellor of the Exchequer is helping 
himself out by bringing previously existing assets into account. 
We should consider a private enterprise which showed its accounts 
in this shape as unbusinesslike and unsound. 

An extreme instance of the practice of the Treasury to take 
account only of liabilities which have been discharged in cash 
has been recently disclosed by the Colwyn Committee in the case 
of interest accruing on National Savings Certificates. As is 
well known, the interest on these certificates is not paid to the 
holders year by year as it accrues, but in a lump sum when the 
certificate is finally I'edeemed. The Treasury, therefore, bring 
the interest into account only when it is paid out on the redemption 
of the bonds, with the result that the interest accrued on these 
certificates in the course of a year may exceed the sum brought 
to account in the Budget by as much as £10,000,000 to 
£20,000,000, and (eventually) vice versa. For example, in 
1926-7 the interest accrued during the year on Savings Certi- 
ficates exceeded the sum debited to the Budget by nearly 
£12,000,000. Further, the accumulated interest belonging to 
previous years, not yet provided for but requiring provision in 
some subsequent budget, amounted on March 31, 1927, to 
£121,000,000. 

We believe that the recent inability of the House of Commons 
CO contrrjj expenditure and to ensure economy in the right places 
is largely due to the* unintelligibility of the National Accounts, 
through whicji no one but a Treasury expert can find his way 
securely. The first reform, therefore, is to secure uniformity, 
simplicity ,rfand correspondence to the relevant facts in their form 
of presentation. 
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3- Constructive Proposals 

With this object in view we venture to suggest a tentative 
outline of the kind of reform we have in view, Ouf suggestions 
are necessarily tentative because no one outside the Government 
Service can possess the expert knowledge required for drawing 
up the best possible classification. 

The Budget should fall into three parts : 

(I) Cash Account (i.e. Cash Receipts and Pfiivments on 

Income Account). ' 

(II) Income Account (i.e. Income and Expenditure 
(accrued) as distinct from cash received and paid). 

(III) Capital Account. 

Part (I) — the Cash Account — would be much as at present, 
i.e. a statement of cash receipts and outgoings within the financial 
year, except that all items deemed to be on capital account would 
be transferred to Part (III), to which also the proceeds of the 
annual Sinking Fund, which would appear as an outgoing in 
Part (I), would be transferred; and that trading departments 
would be brought to account net, instead of gross. 

Part (II) — the Income Account — ^would involve an esti- 
mate by the Revenue Authorities (realised errors in these esti- 
mates being brought to account in subsequent years) as to the 
difference between the income accrued and the income paid over 
to the Exchequer within the year, and by the spending depart- 
ments as to any increase or decrease during the year in the 
amount of liabilities properly belonging to the year in question, 
incurred but not discharged. This need not prevent the spreading 
of certain kinds of expenditure over more than one year in suit- 
able cases, where this is specifically authorised. Adjustments 
would also be made in this place for variations in the amount of 
Departmental non-voted balances (“Deposit Accounts”) and 
for any transfers into or out of the Cash Account in r«&;- 2ct of 
Appropriated Funds on which the Exchequer has normally had 
no claim (e.g. the Local Taxation Account, the Development 
Fund, and the Road Fund). Thus it would be the Income 
Account, rather than the Cash Account, which would' show the 
true Surplus or Deficit; on the year. 

Part (III) — ^the Capital Account — to which we attach 
great importance, would be worked in close connection with the 
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programme of the Board of National Investment (see above, 
p. III). Into it would be paid the annual Sinking Fund and all 
budgetary receipts on capital account. These receipts, together 
with other receipts of a capital character accruing in the hands of 
the Central Government, including the proceeds of loans and 
repayments, the nature of which has been further particularised 
above (pp. 104-7), would be administered by the Board of 
National Investment; which Board would charge against it all 
expenditure of a capital nature by any Government Department, 
a corresponding item being brought into the outgoings of that 
Department for interest and depreciation in subsequent years, and 
also the various loans and advances for new capital developments 
outlined above (pp. 112— 3). F,ach year the equivalent of the 
Sinking Ftmd and of the budgetary receipts on capital account 
would be written off the Dead-weight Debt, which amount would 
either have been paid off or converted into productive debt, 
Part (I) being in either case relieved for the future of the interest 
on the amount thus written off. 

It is a further defect in the National Accounts as now pre- 
sented that they afford no indication of our total expenditure 
on Social Services. Some of these (e.g. education) are 
paid for partly out of taxes and partly out of rates; others (e.g. 
social insurance) partly out of taxes and partly out of compulsory 
contributions. In the aggregate about one-eleventh of the 
national income is spent upon these services, and this proportion 
is likely to increase. It seems essential, therefore, that this 
expenditure should be set forth intelligibly in any summary state- 
ment of the nation’s finances. The most satisfactory way of 
doing this would be the inclusion in the National Accounts 
of a Social Services Budget. Herein public expenditures on 
Health, Pensions, Public Assistance, Unemployment, and Educa- 
tion, and the sources from which the corresponding revenues— 
whether the National Budget, local rates, or individual contri- 
butio^js-j-are derived, should be clearly and simply set forth. 
It would also be desirable to present in summary form a capital 
account undqr some of these headings. Even a brief conspectus 
of .the National Accounts should show (e.g.) the accumulated 
funds of. 4 he Approved Societies, the balance (or debit) of the 
Unemployment Furid, and the capital vajue of school premises 
which are the property of public bodies. 
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Lastly, there are certain re-classifications of thc) Budget 
headings which we recommend in the interests of intelligibility 
and sound policy. The existing classification, though lately 
somewhat improved, has grown up under historical influences 
and does not meet present needs. It provides, safeguards which 
are no longer necessary, and omits those which are. The costs 
of administration cannot be easily disentangled, and the picture 
presented is exceedingly confused. 

It would be a task of great detail to put the matter straight. 
Wc suggest, however, that it should be gone into Wnew and 
brought up-to-date in accordance with modern devMopments. 
As we have already recommended, all capital items should be 
excluded and the results of Trading Services should be brought 
in net. The aim should be, we think, to arrive at main headings 
more or less as follows : 

1. The interest on thc Dead-weight Debt. 

2. Thc Sinking Fund. 

3. National Defence (including normal non-effective 
charges ) . 

4. War Pensions. 

5. National Civil Administration. 

(i) Law and Ju.stice. 

(ii) Revenue. 

(iii) Social Services. 

(iv) Foreign and Colonial. 

(v) General Administration. 

6. Social Services: (A) Relief and Insurance. 

(i) Old Age. 

(ii) Sickness. 

(iii) Unemployment. 

(B) Constructive. 

(i) Education, Science and Art. 

(ii) Information. 

(iii) Public Health. 

8. Trading Services and Subsidies (net). 

9. Miscellaneous. 

The cost of administration of the Social Services should -not 
be amalgamated with their grants and constructive e^spencTiture 
but separately stated tender 5 (iii). The various headings under 
(3) and (5) should be charged with interest and depreciation 
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on their buildings and with superannuation payments to their 
retired personnel, so that each item would be, so far as possible, 
self-contained. The amount of any credits brought in from 
Trading Services should be determined on the same principles 
as the divfdend of a conservatively-managed private enterprise. 

We doubt if the existing distinction between Consolidated 
Fund Services and Supply Services is in accordance with present 
needs. It is worth considering whether some items now voted in 
Supply should not be transferred to the Consolidated Fund and 
vice versa. At the same time, the pow'ers of the House of 
Commons in finance and the mode in which it exercises them 
should be transformed into something more real and effective 
than the existing Estimates and Public Accounts Committees. 

Nothing, in our opinion, stands in the way of a rational pro- 
gramme of economy so much as the confusion of the National 
Accounts. No one outside the Civil Service can thread his way 
through them. Intelligibility of the accounts is an indispensable 
first step towards restoring to the House of Commons the 
effective exercise of its prerogative of criticism. 

These reforms would lay the foundation of sound, honest, 
and intelligible national finance. They would render impossible 
for the future the manccuvres which have disfigured Mr. 
Churchill’s Budgets. Temporary embarrassments on revenue 
account would no longer stand in the way of necessary capital 
developments. 'J'he House of Commons and the public wotild 
know exactly how we stood. And the true figure of what we 
were saving out of the current year’s revenue for the discharge 
of the Dead-weight Debt would be plainly apparent; whereas 
during the past two or three years, in spite of the flourishes of 
the (diancellor’s trumpet, this true figure would probably prove, 
if one could accurately ascertain it, to be less than nothing at all. 
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THE BURDEN OF NATIONAL TAXATION 

I. Taxation and National Economy 

O UR total national income is estimated to be about £4,000 
millions per annum. Of this sum, something like a fifth 
passes every year through the hands of the State, is col- 
lected by it partly in such forms as Post Office revenue, but mainly 
in the form of taxation, and is expended on a variety of objects 
— interest on the National Debt, defence, social expenditure, and 
general administration. It is obvious that a transaction of this 
magnitude must exert an influence of the first importance upon 
our industrial life. It is, therefore, a necessary condition of the 
pursuit by the State of a wise policy towards industry that our 
system of Public Finance should be soundly conceived and adapted 
to the needs of the industrial situation. The higher the level 
of taxation and of Government expenditure, the more important 
does it become to avoid unnecessary expenditure, and to reduce 
administrative costs to the minimum consistent with efficiency. 
The machinery of Government is vast and complex, and in the 
nature of the case cannot be subjected to the simple, rough-and- 
ready business test of profit and loss, so that failing an atmosphere 
of constant vigilance, waste and extravagance are certain to 
creep in. 

We need, therefore, an atmosphere of informed criticism and 
of pressure towards economy. At the same time, our object will 
not be best attained by concentrating on the aggregate figUF^ of 
money expended by the Government, to the neglect of how it is 
expended and how it is raised, or by extending an impartial 
anathema to any increase in Government expenditure, regardless 
of whether it represents wasteful administration, an adventurbus 
policy of building a capital-ship base at Singapore, or an eccentric 
coal subsidy ; or, on the other hand, the promotion of public health 
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and education, the relief of local rates, or a commercially re- 
munerative increase in the turnover of the Post Office and Tele- 
phones. Not only does such an undiscriminating attitude lead 
almost inevitably to disillusionment; it is a positive and very 
serious obstacle in the way of so overhauling our fiscal system 
as to relieve industry from the burdens which press most seriously 
upon it. It is useless to talk vaguely about reducing expendi- 
ture without having any clear idea in what direction reductions 
can in practice be made. 

More than half of the colossal amount now raised by taxa- 
tion is paid out as interest on or amortisation of the National 
Debt. A reduction here must depend upon the possibility of 
conversions to lower rates of interest; and this in turn depends 
upon the credit of the State and upon the extent of national 
savings. General financial conditions may in tlie course of time 
render possible reductions under this head of no inconsiderable 
figure. Another large portion — nearly one-tenth — is devoted to 
War Pensions; a charge which is gradually decreasing without 
the need, and indeed without the possibility, of specific action by 
the State. The contributions to the expenditure of Local 
Authorities on education, housing, and police are not susceptible 
of reduction, nor are the sums spent on Old Age Pensions or on 
National Insurance. Economies may be found possible in the 
general expenditure upon the Civil Service, but it is not likely to 
amount in the aggregate to any figure that would appreciably 
lighten the general burden of taxation. The principal field for 
immediate economies is in the vast expenditure upon defence, 
which involved last year a charge upon the taxpayers of not far 
short of f 120 millions. 

Before the War we were engaged in the greatest armaments 
race that the world has ever seen, and we were spending the 
colossal sum of £78 millions on defence. To-day the immediate 
threat pf war has been removed, yet we are spending above 50 
per cent, more than before the War. Mr. Churchill recently 
claimed that this was moderate, seeing that it did not represent 
appreciably more than the increase in prices. But such a state- 
ment is»«.n astounding confession to make to a country over- 
burdened with taxation, for it indicates that we are arming our- 
selves as vigorously and on the same scale as in 1913- 
are to shoulder" this burden in perpetuity, it means that, so far 
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as the burden of armaments is concerned, the War was fought 
in vain. 

There is no automatic standard of reasonableness in this 
connection; but we may find comparatively fii'm grovmd if we 
regard our expenditure on defence as an insurance premium in- 
curred to enable us to live our lives in peace and consider what 
rate of premium we have paid for this privilege in the past. 
During the last cpiarter of the nineteenth century we wi;re in no 
imminent danger of war. It is estimated that in i '375 
national income was £1,200 millions. Our defence exj^enditure 
was £25 millions — a premium of 2 per cent. In 1913 our national 
income had grown to £2,250 millions ; but our defence expenditure 
was £78 millions. The premium had juni])cd to 3J per cent. 
To-day it is still 3 per cent., though we see no reason for regarding 
this country as in greater jieril than in the last {piarter of the 
nineteenth century. Even if we leave aside the influence of the 
League of Nations, and merely aim at getting back to the 2 per 
cent. i)rcmium of forty years ago, we should reduce defence 
expenditure by one-third from £120 millions to £80 millions.^ 

We may look at the matter from another point of view and 
compare our record in this matter with that of other countries. 
The figures in Table 36 show the defence expenditure of six prin- 
cipal Powers before the War and to-day. Although the totals are 
not strictly comparable, one country with another, because of 
widely different methods of accounting, within the same country 
they are generally comparable. The latest figures have been re- 
calculated from actual expenditure after allowing for the rise 
of prices which has taken place in each country. They show that 
only in the United States, Japan, and Great Britain are the 
present figures at all comparable with their previous expenditure. 

We conclude, therefore, that in the case of our War Depart- 
ments a substantial reduction of expenditure should be possible, 
but that in other departments the amount of practicable ec£>pomy 
is not likely to be large. 

2. The Effects of Taxation upon Industry 

• • 

It is sometimes supposed that taxation diminishes the aggre- 
gate purchasing power oi the community, and that its main liarm 
1 Vide Economibi Budget Supplement, April 11,1925, p. 10. 
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TABLE 36 

EXPENDITURE ON ARMAMENTS (IN PRE-WAR VALUES) 
{hi millions of £s) 


• Country. 

1913-14. 

1926- 7. 

Cireat J Britain and Northern Ireland . 




77*1 

83G 

I'rance ...... 




72*0 

360 

Germany *..... 




94-5 i 

23*2 

I ( aly ...... 




44*3 1 

26*9 

Japan ...... 




19*2 

24*7 

IJ.S.A 




6i*8 

77-3 


The 1013-T4 figures relate I0 the then existing areas of the respective countries ; 
the 1926-7 figures to the jiresenl areas. 

* The T926-7 /igiirc for (lerniany assumes Ihe Index number of wholesale 
prices to have been as in Britain, viz. 147. 

Exiraded from “ The luononiics of ArmamenUf' by Major /. W, Hills, M.P., 
The Banhev, November 1927, p. 399. Afajor Hills's figures for i()i3-i4 iverc 
“ supplied by the Secrctniiat of the League of Nations," and those for 1926-7 were 
iaheu from The Ainiamenis Year Book, 1927. 

lies in this. But this notion if^nores the fact that the State pro- 
ceeds to spend the money which it obtains by taxation; and, 
except in the case of obligatory extci'nal payments such as the 
interest on the American debt, the aggregate purchasing power 
of the community is not directly diminished by the transaction. 
It is its direction, not its amount, which has been changed. 

The injuries caused to industry by high taxation arise in other 
ways. Taxation may be so imposed as to discourage desirable 
enterprise. It may make it unprofitable for a business to under- 
take operations which, apart from the taxation, would have shown 
a profit. It may discourage social habits, on the prevalence of 
which industrial progress depends; for example, it may check 
the habit of saving and thus diminish the supply of available new 
capital. It may fall so unevenly upon different kinds of inditstry 
as tg ^ivert productive effort from the most economic into less 
economic channels.* In the case, especially, of indirect taxation, 
it may increase the cost of living. In such ways as these, faulty 
finance may truly be said to affect the purchasing power of the 
nation, Jk)r purchasing power ultimately depends upon producing 
power. ’ ^ 

The amount of the damage done mainly depends, therefore, 
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on the ways in which revenue is spent and on the system by which 
it is raised ; and a bad tax, even though it yields a comparatively 
trifling revenue, may do much more harm to industry than a 
well-conceived tax which brings in a larger sum. At the same 
time the disadvantages even of a well-conceived tax fend to in- 
crease progressively as its rate increases. For example, we regard 
the principle of the British income-tax as sound, and in relation 
to the revenue it raises the harm which it does to industry is 
remarkably small. ^ None the less it involves inevitably lincidental 
anomalies and deterrents which, while comparatively hegligible 
when its level was about in the f, are an altogether more 
formidable affair at a standard rate of 4.9. It follows that the 
larger the revenue which the State must raise, the more must 
it either have recourse to had taxes or raise good taxes to the 
point at which their incidental defects become serious objections. 

In actual fact the handicaps which our system of direct taxa- 
tion places on industry are sufficiently great to warrant the 
strongest and most unceasing pressure towards economical ad- 
ministration and the reduction of armaments. They are suffi- 
ciently great to raise the standard of scrutiny which it is proper 
to apply to all proposals for additional expenditure, whether 
in the field of social reform or elsewhere. But they are not so 
great, in our opinion, as to justify calling a halt in the develop- 
ment of wisely conceived policies of education, public health, and 
social reform. There is no more foolish form of apparent 
hard-headedness than to describe such expenditure as extrava- 
gance or waste, as though it were on all-fours with the profligate 
use of material or the employment of an unnecessarily large 
number of clerks to discharge the duties of an office. 

Substantial revenue is also raised by indirect taxes, of which 
the most important are those on drink, tobacco, tea, and sugar. 
While some of these taxes represent a substantial burden on the 
poor and increase the cost of living, they are not open to serious 
objection from the purely industrial standpoint. 

3. Taxation and Social ExPENDixuRii 

The quality of a nation’s population is the most vital of^all 
elements in industrial efficiency; and few factors within the con- 

^ This also is the view taken in the Colwyn Report. 
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trol of statesmanship play so large a part in determining the 
industrial quality of a people as its standards of education and 
public health. Even from the narrowest industrial standpoint, 
we believe that we have got exceedingly good value for the public 
money expended on these objects over the last fifty years, and 
that it would be a short-sighted policy to-day to cut it down or 
to hold it rigidly in check. 

There is, moreover, another consideration which must be 
taken into account, particularly when we turn to more general 
forms of social expenditure, such as Old Age Pensions. Social 
expenditure on the one hand, and the graduated taxation of wealth 
on the other, may be regarded as the two component elements of 
a policy which would go far towards modifying the distribution 
of wealth. It is not sufficiently recognised how largely the real 
distribution of wealth has already been transformed by the 
development of this policy during the past twenty or thirty years. 
The income of a very rich man is halved by the operation of 
income-tax and super-tax alone. When he dies, a substantial 
proportion, even up to 40 per cent., of his capital fortune is 
taken by the State. For the most part, unfortunately, this 
taxation has been imposed to finance not social expenditure but 
war, preparation for war, and the debt entailed by war; and 
accordingly it has only done a small part of what it might have 
done under more fortunate international conditions to raise 
working-class standards. None the less, it is estimated that the 
benefits which the average working-class family derives from 
the multifarious forms of public expenditure are equivalent to 
an addition of about 12^ per cent.^ to their income. 
fact that these benefits largely take the form of the provision of 
services like education, the cash value of which is not easily 
assessed, does not detract from their real importance. 

Now, in so far as the taxation which is raised to defray social 
expenditure is really prejudicial to industrial activity we pay a 
price*for the improved distribution of wealth in the shape of 
diminished productivity and diminished aggregate wealth. Clearly 
a point comes at which it is not worth while to pay this price, 
and ■ihere. is nothing to be said for a policy which would im- 
poverish the rich without serving, on balance, to improve the 

* 14-7 per cent, of employers’ contributions to insurance funds are taken into 
account. Seep. 24S. • 
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condition of the poor. None the less, a more equal distribution 
of wealth is so important, it is indeed so imperative to move, 
steadily and manifestly in this direction if we are to build up a 
truly democratic society, secure against the evil passions and 
subversive dangers of class-hatred, that we "must be careful 
not to discard on inadequate or ill-considered grounds a policy 
which makes for a better distribution of wealth. 

A man who insists that taxation (meaning, as a fule, direct 
taxation) must at all costs be reduced, and that, if necessary for 
this purpose, social expenditure must be curtailed, is \apt to do 
so with a light heart. lie imagines that he is talking the language 
of unimpeachable virtue, and that he has on his side the im- 
maculate if austere angels of high principle and sound finance. 
He has no suspicion that the course he is advocating is priina 
facie so reactionary that a special obligation rests on him to make 
good his case. But that is the real position. The man who 
would curtail social expenditure is advocating a more unequal 
distribution of wealth. He has his arguments no doubt. But, 
that being the issue, does not a heavy responsibility rest on him 
to show that the injury done by high taxation is as great as 
he alleges ? And must we not scrutinise his arguments as closely 
as he would have us scrutinise the expenditure? 

Approaching the subject from this angle, we hold that our 
system of national taxation is in the main well conceived. We 
regard our principal direct taxes — the income-tax, the super- 
tax, the death-duties — as efficient taxes. We agree with the 
Colwyn Committee that there is not much substance in many of 
the objections brought against these taxes from the industrial 
standpoint, and that the objection of most substance is their 
tendency to diminish the volume of saving. To a large extent 
this is attributable to the very fact that they make for a more 
equal distribution of wealth. And in so far as this is so we must 
look for our remedy in the development of the saving habit among 
persons of smaller means. * ' 
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CHAPTER XXXI 

REFORM OF THE RATING SYSTEM 
j. The Disastrous Effects of the Present System 
(a) On Induslry mid Business 

O N the test of the injury done to industry it is our system 
of local rating, much more than our national taxation, 
which is open to severe criticism. Rates, except in so far 
as they are expended on services directly beneficial to the rate- 
payer, operate as a heavy ad valorem tax on houses, on factory 
buildings, on fixed capital equipment generally. For poor-relief, 
public health, education, and other objects of local expenditure 
we exact contributions from our industries, not in proportion to 
the profits they make, but in proportion to the amount of fixed 
capital which they employ. This is an extraordinarily vicious 
principle; .so vicious that we should hardly tolerate it if im- 
memorial usage did not blind our eyes to its significance. It 
penalises enter[)rise and capital development. It puts a premium 
on doing things in ways which require only a small plant to the 
detriment of ways which require a large one. 

A business must pay its rates whether it earns any profits or 
not ; it must therefore include an allowance for rates in the prices 
which it charges. Thus rates, unlike income-tax, enter directly 
into the costs of production, raising the cost of living, and 
diminishing the competitive power of our industries. Our indus- 
trial leaders are constantly asserting, and with truth, that local 
rate^ are now, by. reason of their effect on selling price, a 
serious handicap to our exports. 

, Rates are now so heavy — the average rate in the £ of assess- 
able valp,e ^ has approximately doubled since 1913 (6.y. 8f(f. in 
» 

' The value of lands and buildings has not risen since the War in proportion 
to the increase in the cost of living, with the result that on the average assessable 
value did not increase between 1913-14 and 1926-7 by more than about 20 per cent. 
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I9I3~I4 125 '. 5|d. in 1926-7),^ that the objections to them 

on the ground of the vicious principle they embody are of great 
practical importance. Not only are rates heavy; their burden is’ 
spread most unequally between different industries and districts. 
The depression of the exporting industries during the last few 
years has led to abnormally heavy expenditure on poor-relief, and 
correspondingly heavy rates in those districts where the exporting 
industries are centred. Thus the very industries whiph are the 
worst hit and have the greatest difficulties to overcome are by 
reason of the vicious incidence of rating subjected to tHp heaviest 
deterrents. In just those districts where there is the most unem- 
ployment, and where it is therefore most desirable that new indus- 
tries should be established, a special discouragement is extended 
to any manufacturer who is looking out for a site for a new 
works. 

The Report of the Balfour Committee on Industry and Trade 
has published some striking examples. For instance (figures 
given by the President of the Crucible Steel Makers’ Associa- 
tion) : 

Cost of rates per ton of crucible steel on actual output; 

June 30, 1914 . . 3.V. per ton 

June 30, 1924 . . 21s. per ton 

Cost per ton if working full capacity: 

June 30, 1924 . . 6s. 8d. per ton 

This example well illustrates the radical defect of local 
rates as a tax on industry, that the greater the difficulties of a 

trade, the heavier is the burden per unit of output. 

In his Presidential Address before the Incorporated Accoun- 
tants’ Conference (September 29, 1927), Mr. Thomas Keens 
quoted the following figures, supplied to him by incorporated 
accountants, relating to shipbuilding and coal-mining: 

I. In a particular shipbuilding yard the rates per vessel 
built in 1913 were £268, in 1926 £3,182, and the corre- 
sponding figures per ton dead-weight were 8^d. and ysT $d. 

1 Rates collected in 1913-14 amounted to £i i8s. iid. per head of population 
and in 1926-7 to 2s, 
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2. In a second case the total rates per vessel built in 
1912— 13 were £89 5^. with a total rate dead-weight per ton 
of 3d., and in 1922-3 the figures were £2,161 and 5^. 6 \d. 

3. In another yard the rates per vessel in 1914 were £246, 
or 6 %U. per ton; in 1924—5 the figures were £1,850 per 
vessel, or 4.S. 6 \d. per ton. 

4. In coal-mining in the year 1925-6 the cost of rates per 
ton varied in different parts of the country from id. to 6d. 
per ton. 

In the case of cotton spinning, the Chairman of Joshua 
Hoyle & Sons has stated (November 1927) that in their case 
rates have increased from ys. pre-war to 14.?., 15.9., and 17^. 
in the £, whilst at the same time their mills have been assessed at 
100 per cent, on their pre-war value; nor is any abatement allowed 
when these mills are working short time. It is easy to see what 
a heavy burden this means per lb. of yarn spun in present con- 
ditions. 

In the case of iron, coal, and steel, the burden of local rates 
at present and as compared with pre-war, may be seen in Table 37 
on p. 436. 

Doubtless these instances are mostly extreme cases due to 
part-time working of plant situated in a necessitous area. There 
are many types of industry on which the burden of rates is 
relatively trifling. But it is the inequality in the incidence of 
the burden and the tendency of rates at the present time to fall 
most heavily, as between industries, on those which are least able 
to bear them, which constitute the most formidable indictment 
of the system. 

Nor is such inequality limited to the field of industry. Rates 
are also divided most unequally between shopkeepers, financial 
institutions, and professional men, to the great detriment of the 
first-named. Rates on lands and premises grew up historically 
at a '.'ir.*e when the ownership or occupation of lands and premises 
was the best rough-hnd-ready test of capacity to pay. But at the 
present tim» our rating system, regarded as an attempt at measur- 
ing either capacity to pay or benefit received, may be said, within 
the*field*of industry, agriculture, and business, to have broken 
down entirely. 

To relieve enterprise, therefore, from these burdens and in- 
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TABLE 37 

LOCAL RATES— EFFECT ON COST OF PRODUCTION 


{Figures supplied hy a prominent N,E. Coast Iron, Coal, and Steel Company) 



Rates per ton. 

Selling Price per ton. 

Per cent. 

Coal, 

s, d. 

s. d. 


June 1914 

2 

12 0 f.o.b. j 

1*39 

June 1927 : 


' 


On plant 15-20 years old 

9*8 

13 0 „ \ 

6-28 

On modem plant . 

9-8 

13 0 .. \ 

6*28 

Coke, 




June 1914 

3*6 

14 6 at ovens 

2*07 

June 1927 : 




On plant 1 5-20 years old 

I 6-5 

14 6 

10-63 

On modem plant . 

I 5-6 

14 6 „ 

lO-II 

Pig Iron, 




June 1914 

6*5 

60 0 ,, 

‘90 

June 1927 : 




On plant 15-20 years old 

2 4*3 

70 0 

3*37 

On modem plant . 

2 1-7 

70 0 

3‘o6 

Steel Plates, 

I 

i 



June 1914 

I 8-2 

120 0 d/d N.E. Coast 

1*40 

June 1927 : 




On plant 15-20 years old 

6 3 

162 6 ,, „ 

3*80 

On modern plant . 

4 0*6 

162 6 ,, ,, 

2*49 

Steel Angles 




June 1914 


115 0 

1*44 

June 1927 : 

HHl 



On plant 15-20 years old 


152 6 

3*85 

On modern plant . 

n 

152 6 

2*76 


N.B. — The rates as shown for each article are cumulative, i.e. they include the 
rates paid on the previous articles made by the same company, which are its raw 
materials. The 1927 assessments have been fixed since the slump set in, but are 
considered too high and may be the subject of appeal. 

equalities, or at least to mitigate them, is the most pressing task 
of financial statesmanship. ' ' 

{h) The Burden on the Working Classes 
Nor is it only on industry that the burden of rates falls 
injuriously. The incidence of rates on individuals andr fartfllies 
is even more unjust. Iq the case of the working man with a large 
family the rates may consume nearly lo per cent, of his income, 
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if his children are to be housed with the barest minimum of 
, decency. In the case of the rich man they will usually amount 
to less than i per cent, of income. So far from being graded 
in accordance with ability to pay, rates press most heavily on 
those least able to bear them. 

It is evident that a policy of reducing the income-tax, whilst 
at the same time increasing the burdens of the ratepayer, is a 
most potent method for transferring burdens from the rich to 
the poor. Yet this has been in fact the policy of Mr. Churchill. 
In 1925 he took 6d. off the income-tax. In 1926, in order to 
avoid raising the income-tax to its previous figure, various ex- 
penses were thrust off the National Exchequer on to the rates. 
In particular the tightening-up of the regulations with regard 
to granting Unemployment Insurance benefit and to providing 
grants in aid of schemes of work for the unemployed involved 
an increase in expenditure from rates, which, in Manchester alone, 
came to £1,500 a week, or the equivalent of a 3d. rate. “ Econo- 
mies ” which took the form of shifting burdens with respect to 
the tuberculous war-pensioners from the taxpayer to the ratepayer 
and similar measures by the President of the Board of Education 
brought the total increase of Manchester rates in the single year, 
1926, due to “ economy ” by the Chancellor of the Exchequer, 
to 5.22d. in the £. This year the same misguided policy has been 
continued by raiding the Road Eund for the benefit of the 
Exchequer, instead of using its abundance to diminish road-ex- 
penditure from the rates, and by the provisions of the Unem- 
ployment Insurance Bill which is before Parliament as we write. 

We think that a reversal of this reactionary policy and a far- 
reaching reform of our rating system, with a view to the miti- 
gation of the anomalies and injustices which we have here set 
forth, should be a leading feature of the programme of the Liberal 
Party. 

2. How Rates are Spent 

In the year ending March 31, 1925 (the last year for which 
detailed figpres are available), the net expenditure of Local 
Authorities in England and Wales ^ on income account (i.e. 

**A11 tiife figures given above relate to England and Wales only, since we have 
not been able to obtain comparable figures for Scotland. Detailed figures for 
Scot1^.nd have not been published for any year l^er than 1919—20. Probably 
about 10 per cent, should be added to the above figures to obtain the total for 
Great Britain as a whole. 
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TABLE 38 


LOCAL AUTHORITIES. ENGLAND AND WALES- 
NET EXPENDITURE 1924-5 
(In millions of £s) 



Exchequer 
Grants . 

Rates, 

Total, 

t 

(i) Education .... 

38-68 

31-64 

70-32 

(2) Public Libraries 

— 

x-39 

1* * * § 39 

Totals of (i) and (2) 

38-68 

3303 

71-71 

(3) Maternity and Child Welfare . 

(4) Tuberculosis and Venereal 

*65 

•70 

1 

1*35 

\ 

Diseases .... 

1-85 

1-27 

\ 3.12 

(5) Lunacy and Mental Deficiency . 

1-43 

583 

7-26 

Totals of (3) to (5) 

3*93 

7*8o 

11*73 

(6) Housing and Town Planning . 

7*49 

1*29 

8-78 

(7) Relief of the Poor . 

1*20 

28-56 

29-76 

Totals of (i) to (7) 

51-30 

70-68 

121-98 

(8) Highways and Bridges 

12-98 

30*51 

43-49 

(g) Sewage and Refuse Services 

.30 

13*77 

14-07 

(ro) Hospital and Medical Services 

•44 

5*5b 

O-oo 

(ii) Public Parks, Baths, etc. 

•19 

3-90 

4-09 

(12) Water-supply 

•06 

•57 

•63 

(13) Cemeteries .... 

•01 

•40 

•41 

Totals of (9) to (13) 

i-oo 

24-20 

25-20 

(14) Police and Police Stations 

9-09 

9-03 

18-12 

(15) Administration of Justice 

•02 

-62 

-64 

(16) Fire Brigades .... 

•01 

1-77 

1-78 

Totals of (14) to (16) 

9-12 

11-42 

20-54 

(17) Other specific services 

(18) General administrative expenses 

1-C6 t 

5-70 

7-36 

and unallocated . 

— 

12-93 

12-93 

Grand totals 

76-06 

i53'o 8 t§ 

229-15 1§ 


n — r 


* Excluding Exchequer grants referred to in the next footnote. 

•f Including Exchequer grants totalling /5-36 millions, and fees, tolls, rents, 
etc., totalling ^5*34 millions, which were not allocated to any one service. 

t Including about ^124,000 for Exchequer grants to trading services showing 
a surplus. ^ ^ 

§ Net figure after deducting about 2, 350,000 surplus on certain* trading 
services. , 

Compiled from Eighth Annual Report of the Ministry of Health, 1926-7 \€md, 
293S of 1927], p. 227. 
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after deducting receipts in respect of income-earning services) 
^was roughly £229,000,000, of which rather more than one-third 
(36 per cent.) was paid for from Exchequer Grants and the 
balance out of local rates. The main headings are given in Table 
38 on p. 438. 

The percentages of the rates received in 1924-5 spent on 
the principal groups of local expenditure were as follows : 

TABLE 39 

LOCAL AUTHORITIES— PROPORTIONATE EXPENDITURE OUT 
OF RATES ON VARIOUS SERVICES, 1924-5 

Per cent. 

Education (including Libraries) ....... 21-2 

Other Health Sei vices ; Lunacy and Mental Dehcicncy . . . 5*0 

Housing and Town Planning ....... o*8 

Relief of the Poor ......... 18-4 

45-4 

Highways and 73ridges (excluding Lighting) . . . . . 19*6 

Sewage and Refuse Services and Preventive Health Services . . 15*6 

Administration of Justice, Police, Fire Brigades .... 7*4 

Miscellaneous .......... 3-7 

General Administrative Expenses, etc. . - . . . .8*3 

35-0 

Total ......... 100*0 

Extracted from the Eighth Annual Report of the Ministry of Health, 1926-7, 

p. 109. 

Broadly speaking, we might describe Education, “ other ” 
Health Services, Housing, and Poor I^elief as Social Services. 
These amounted in 1924-5 to 45.4 per cent, of the whole. High- 
ways and Bridges (19.6 per cent.) arc mainly a central, as dis- 
tinguished from a local, service. The rest (35 per cent.) may 
be called Local Administrative Services. 

The total rates collected rose from £142,000,000 in 1924—5 
to £147,500,000 in 1925-6 and £159,500,000 in 1926-7. The 
increase of £12,000,000 in 1926-7 over the previous year was 
maif?ly*due to the extra expenditure imposed on Boards of 
Guardians as a result of the general strike and the coal trade 
dispute. The actual outgoings, however, payable out of the 
ra*tes were another £9,000,000 higher than this, the excess being 
discharged by temporary borrowings. 

That every effort should be made to secure that the ratepayers 
receive full value for their expenditure is obvious. This can 
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only be achieved by a close control, by the Local Authorities who 
are responsible, over the estimates and disbursements. We come^ 
now to proposals for relieving the burden of the rates and the 
inequities of its distribution along lines which aim at preserving 
the existing incentives to local responsibility. • 


3. Proposals for Immediate Reform 

The evils of the present rating system mainly ^rise from 
extending a method which probably achieves rough justice and 
reasonable efficiency as a means of providing for Local Adminis- 
trative Services to an increasing volume of Social Services and 
to the greatly increased expenditure on roads necessitated by new 
methods of transport which are more and more a central, rather 
than a local, service. Reform must come, therefore, from dis- 
entangling the three types of .service. When this has been done, 
we can then redistribute the burden between local and central 
taxation and between different categories of ratepayers, to the 
great advantage both of justice and of efficiency. 

Our proposals fall under two main heads. We shall first 
deal with the readjustment of burdens as between rates and 
taxes, which can be carried out comparatively easily. We shall 
then turn to consider certain highly desirable reforms in the 
assessment and collection of local rates, some of which will 
involve difficult and complex changes. 


4. The Readjustment of Rates and Taxes 

(i) The Burden of Unemployment a National Responsibility. 
— There can be no doubt that the aggravation of the evils of 
the rating system which has characterised the last few years has 
been primarily due to so substantial a part of the burden of 
supporting the families of the able-bodied poor, in othef vlords, 
of the unemployed having been thrown on to the Poor Law. The 
Poor Law, whilst it has more than once drifted into Such respon- 
sibilities, was never designed to deal with problems of protracted 
unemployment due to national causes, and the attempt to make 
it fulfil such functions is largely responsible for its present 
difficulties and failures. 
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Moreover, it is important that such relief as can be afforded 
by the Exchequer should go in the first instance to the necessitous 
‘areas, and that these areas should be aided out of proportion to 
the relief to those areas which are not suffering from similar 
burdens. 

A beginning has been made in the policy of treating unem- 
ployment as a national responsibility by the system of State 
Insurance. But we are convinced, for the reasons given above 
and for other reasons to follow, that the time has now come to 
go further, and for the State to take over from Local Authoritie; 
and administer itself the whole system of out-relief to the able- 
bodied poor. This could then be co-ordinated with the existing 
machinery for administering Unemployment Insurance, which is 
already centrally administered. There would also be the ad- 
vantage of relieving the political pressure which has been brought 
to bear on certain notorious Boards of Guardians to give very 
high rates of out-relief. At the same time a substantial burden 
which is mainly due to national causes would be removed from 
the rates. 

We believe that considerable incidental advantages would be 
gained from this reform. At present legislation in respect of 
unemployment is largely concerned, in effect, with deciding what 
part of the burden shall fall on the Insurance Fund and what 
part shall be borne locally. Thus any stiffening up of the con- 
ditions of the Insurance I'und, which may be very desirable in 
itself and indeed necessary if the proper principles of insurance 
arc to be observed, has at present the effect of breaking down the 
Poor Law system at the same time that the Insurance system 
is strengthened. The real question should be how far the 
charges arising out of unemployment and the burden of relieving 
the families of the unemployed represent an insurable risk which 
it is proper to charge on the Insurance Fund, and how far they 
represent exceptional and abnormal outgoings due to national 
caus!?s Tiot contemplated by the Insurance scheme which should 
be shouldered as a’ national responsibility and paid for by the 
Exchequer. * We hope, therefore, that the reform we recommend 
will not only relieve the burden of rates where relief is most 
needed, Tiut will also allow a great improvement in our methods 
of handling unemployment as a whole. 

(2) Roods oiid Rood Fund. — ^W^e think that the division of 
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the expenditure on roads, both classified and unclassified, be- 
tween the Local Authorities and the Exchequer should be re- 
considered, with a view to throwing a much larger proportion 
than at present on an augmented Road Fund. All the principal 
roads of the country now serve a far wider public than the in- 
habitants of the particular locality through which a road passes. 
The coming of motor traffic has made it impossible to regard 
any roads in the country as existing simply to serve local needs. 
We believe that greater efficiency, as well as a relief of the rates, 
could he secured by increasing central responsibility \f or the de- 
velopment and maintenance of the roads. That part of the 
expenditure on roads, especially in towns, which ought to remain 
a local service, might reasonably be incorporated with what we 
have called I.ocal Administrative Services. 

On the basis of distribution by w'hich the Road Fund con- 
tributes 50 per cent, to the maintenance and improvement of 
Class I roads, 25 per cent, to that of Class II roads (33 per cent, as 
from 1927-8), and nothing to unclassified roads, the position 
in 1926-7 may be estimated as is shown in Table 40. It should 
be noted, however, that as exact figures are not available, this 
table represents only an estimate, though the best that can be 
made on existing data. 


TABLE 40 


PRESENT EXPENDITURE ON ROADS IN GREAT BRITAIN. 1926-7 



(7 m millions of £s) 

Local 



Road Fund. 

Authorities. 

Total. 

Class I Roads 

Hi* 

9i 

21 

Class II Roads 

4 

12 

16 

Unclassified Roads 



15J 

18 


18 

37 

55 


This is slightly more than 50 per cent, of the total, because expenditure on 
certain main trunk roads, in respect of which a higher percentage is pa/alf?e out 
of the Road Fund, is also included. 

t Estimated special grants in respect of rural roads. 

Compiled from the Annual Reports on the Road Fund and of 'the Ministry of 
Health. 

We recommend that in future an augmented Road Fund 
should bear 75 per cent? of the cost of Class I roads, 50 per cent, 
of Class II roads, and 35 per cent, of the unclassified roads. On 
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the basis of our estimate of the 1926-7 figures, expenditure would 
then be distributed as follows: 


’ . TABLE 41 

PROPOSED REDISTRIBUTION OF EXPENDITURE ON ROADS 

{In millions of £s) 


Class I Roads 




Road Fut%d. 

• 

Local 

Authorities. 

5 i 

Total. 

21 

Class II Roads 




8 

8 

16 

Unclassified Roads 

• 

• 

• 

. 6i 

III 

18 





30 

25 

55 


Except in the case of the great trunk roads of the country, 
which probably ought in any case to be taken over by the Central 
Road Authority, such a proposal need not involve any new 
administrative machinery. At present it is not uncommon for 
County Councils to arrange with District Councils for the latter 
to undertake the maintenance of main roads passing through 
their districts, at the cost of the County Councils. Similarly, the 
Ministry of Transport, or its successor, could often arrange for 
the actual work of maintenance, in respect of the traffic routes 
for which central funds had assumed the main financial responsi- 
bility, to be carried out locally as heretofore. 

(3) Grants in Aid — Local . — Generally speaking, the present 
rating system is a very inexpedient method of paying for Social 
Services. Since many Social Services are best administered 
locally, a sufficient part of the charge must remain on the rates 
to secure local efficiency and responsibility. The present distri- 
bution of the burden of local expenditure between local rates and 
grants in aid from the Central Government is, however, often 
arbitrary. 

The^principle of transferring a portion of the cost of locally 
administered Servicts to national taxation has been already 
recogniged, aaid has been adopted in recent years on an increasing 
scale. At the present time, grants of 50 per cent, of the cost 
are given* in the cgse of infant welfare work and tubeixulosis 
work^ and grants averaging over 50 per cept. for education. The 
grants have had the advantage of relieving the rates, while there 
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has remained on the Local Authority sufficient responsibility to 
ensure economical administration. Further, the control gained 
by the Government owing to its power to withhold the grant 
has been of great benefit in screwing up laggard Local, Authorities 
to a higher standard of efficiency, and of securing economy all 
round. 

We regard, therefore, the general principle of grants in aid 
of local Services as a proved success, and believe that they could 
be extended in such a way as to transfer a further substantial 
burden from rates to taxes without undermining local responsi- 
bility. ' 

It will not be difficult to find further items suitable for 
transfer, once an extension of the principle is admitted; for a 
very large part of local expenditure on Social Services is already 
virtually outside the discretion of local bodies and is prescribed 
by Acts of Parliament or by administrative direction from White- 
hall. We do not enter here into the difficult and technical 
questions of the choice in particular cases between block grants 
and percentage grants. 

We anticipate that under these three proposals not less than 
a third of the present burden of the rates ^ — say £50,000,000 
per annum, or £55,000,000 including Scotland — ^would be found 
suitable, under one head or another, for transfer to the Central 
Exchequer. It would, of course, be difficult or impossible, both 
on financial and on administrative grounds, for so considerable 
a reform to be carried out in a single year. A Chancellor of the 
Exchequer should aim, we think, at removing from the rates the 
responsibility for supporting the families of the unemployed with 
the least possible delay. The other transferences proposed should 
be coupled with, and made the opportunity for securing, certain 
other fundamental reforms in our rating system outlined below. 

We should add that steps might be necessary to secure that 
the various reliefs recommended above should accrue to the 
occupier, and not to the landlord. In the lotig run the introduc- 
tion of the principle of rating site-values should prove an 
important safeguard. But to meet the immediate problem, it 
would be necessary to make certain exjiress provisions, 

1 We are assuming that tj'e 1926 rate of expenditure was abnormal, and that 
the existing expenditure from the rates in England and Wales is £150,000,000 in 
round figures. 
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5. The Reform of the Rating System 

* (i) The Rating of Site Values . — A very substantial allevia- 

tion of the burden imposed by the present system of rating both 
upon industfy and upon working-class housing can be obtained by 
transferring to the site value of land a fair share of the rates 
now imposed upon the composite value of the land and the 
buildings which it candes, and usually paid by the occupier, 
whether owner or tenant. The existing assessment is based upon 
the letting value of the whole hereditament, and does not dis- 
criminate between that part of the value which is due to the build- 
ings and that part which is due to the site. The value of the site 
results mainly from the presence and activity of the community, 
and is therefore a peculiarly suitable subject for taxation for the 
needs of the community. Yet the owner of the site, where 
potential Avealth is increased by every improvement, is not 
called upon to make any direct contribution ; and he may actually 
find it financially advantageous to leave his land undeveloped, or 
to place obstacles in the way of the healthy development of in- 
dustry or of housing, because the burden of rates is charged upon 
the actual yield of tlie site, and not upon its real value, and is, 
in any case, usually paid not by the landlord but by the tenant. 
We believe this arrangement to be fundamentally unjust; and 
we are .satisfied that a redistribution of burdens such as would 
place a fair .share upon site values would form a very solid con- 
tribution to the relief of industry, besides helping towards a more 
healthy and economical solution of the housing problem, which 
is itself an obstacle in the way of industrial revival. 

This reform has long been an accepted element in Liberal 
policy. The arguments in its favour are set out in Towns and 
the Land, and we need not elaborate them here. 

We recommend that the principles embodied in Sir John 
Simon’s Rating of Land Values Bill of 1924 should at once be 
put wtQ* operation, and that Rating Authorities in towns and 
urban districts should be empowered to assess separately the 
value of evevy site and of the buildings and other capital equip- 
ment standing upon it. The value of the site should be taken as 
being the qjrice which it would fetch if sold as an unencumbered 
site in the open market, whether occupied or unoccupied at the 
date of assessment, and the basis of assessment should be com- 
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puted at 5 per cent, of this capital value. A gradually increasing 
portion of the burden of rates should thus be transferred from 
buildings and improvements to the unimproved value of sites. 

(2) Compounded Rates . — We think it important that, in all 
cases where rates are “ compounded,” i.e. are. paid by the land- 
lord and included in the rent of a tenement, it should be obliga- 
tory upon the landlord to present in his demand-note a clear 
statement of the amount charged respectively for rent and for 
rates. This seems to us to be desirable for two reasons : first, 
in order to bring out the real incidence of rates; al^d secondly, 
in order to bring home to the tenant how much he is actually pay- 
ing for the upkeep of social and administrative services, and thus 
to give him a clearer sense of his civic responsibilities. This 
would be especially neces.sary under any system of site-value 
rating, as a means of showing how far these rates were passed on 
to the occupant. 

(3) Rating Areas . — At present our Local Government is a 
mass of anomalies and intricacies due to long-past historical 
origins. Overlapping, inefficiency, complications, and inequity 
exist everywhere, due to the variety of local government areas 
and to their failure to correspond to the facts and necessities of 
to-day. Yet local jealousies and local interests are so strong 
that it is exceedingly difficult to secure the needed reforms and 
rearrangements — particularly because in any redistribution cer- 
tain areas are bound to lose, as probably in equity they ought, 
in order that others may gain. It is obvious that any attempt 
to average out burdens must in some cases leave them heavier 
than they were. 

We are strongly of the opinion, therefore, that a change 
which will have the effect of greatly reducing the aggregate of 
local burdens should be made the opportunity for carrying 
through a thorough-going reform of Local Government areas. 
In the case of the Administrative Services in particular, 
efficiency and convenience of operation may require the defi».':ition 
of new areas, which should probably be County or Regional 
Areas for some purposes, and should preserve something like the 
existing district, municipal, and parish autonomy for others.' 

The evils arising from the unequal distribution of the burden 
of rates could be sens’bly diminished by increasing the rating 
area in the case of most of the social services to an area not less 
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than that of a County or County Borough. The Education 
Rate already approximates to a County Rate. It is probable 
fhat the Poor Rate should also be averaged in future over County 
Areas,, as indeed was proposed under the earlier version of the 
present propbsals of the Ministry of Health but abandoned subse- 
quently in face of local opposition. 

We must not enter further in this report into an exceedingly 
complicated problem. But we think that this is pre-eminently 
a case where one reform can be made the opportunity for another. 

(4) Differentiation and Graduation of Rates . — We have 
argued above that the evils of the rating system are 
at their worst in the case of industrial, agricultural, and 
business lands and premises, and of working-class dwellings. It 
would, therefore, be desirable, if it were practicable, to concen- 
trate as much of the relief as can be afforded by the Central 
Exchequer on these classes of ratepayers. We should like, that 
is to say, to introduce into our rating system, as we have done 
in the case of our income-tax system, measures of differentiation 
and graduation. 

In this connection we think it worth while to outline briefly 
some interesting suggestions, as to the practicability of which we 
have found it difficult to form a final opiriion without more 
detailed knowledge than is at our disposal. The suggestions are 
as follows. 

The eventual effect of the above proposals would be to reduce 
the total expenditure from rates in England and Wales to about 
£100,000,000 per annum. The balance of expenditure thus re- 
maining on the rates is capable of classification into the two broad 
categories of Social Services and Administrative Services. If 
the division were to be made on some such lines as indicated above, 
it would probably be found that Social Services would be re- 
sponsible for about one-third of the total, and Administrative 
Services for about two-thirds. There might then be instituted, 
corretjpoAding to the two sets of services, the levy of two distinct 
rates which might He termed the Administrative Rate and the 
Social Rate -respectively. The Administrative Rate would be 
levle^ as at present over the rateable value of all lands and 
premises,* though the existing basis of assessment, which is in 
some respects illogical and unwise, might be revised m detail. 
The burden of Jhe Social Rate, on the other hand, might be 
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distributed between different categories of ratepayers according 
to some principle of capacity to pay and other relevant con- 
siderations. 

It has also been suggested that an element of graduation 
according to rateable value might be introduced', either by 
partial relief to certain classes of dwelling-houses or by 
a higher rate where the capacity to pay is greater. The 
existing principles of our rating sy.stem go ; back to a 
period before the principle of progressive taxation had been 
seriously introduced into our fiscal system. The introduction 
of a distinction between the Social Rate and the Administrative 
Rate would, however, greatly facilitate the introduction of prin- 
ciples of differentiation and graduation. The extent and degree 
of the relief which would thus be given is, however, a question 
of facts and figures of a more detailed character than we have 
before us. 

If such a system of differentiation and graduation were to 
work smoothly as between different local areas, it would be 
necessary to levy the Social Rate over an area sufficiently large 
to enable a reasonably representative average to be struck over 
different classes of ratepayers. For this reason it would have to 
be considered whether the two rates should not also be distinct 
in respect of the districts over which they are levied. That is 
to say the Administrative Rates might be levied over strictly 
local areas as at present, whilst the Social Rate would be partly 
or wholly a county rate. Thus the feasibility of introducing a 
separate Social Rate would partly depend on the success of the 
reform of Local Government areas recommended above. 

6. Conclusion 

The rating system of this country is at present a jungle of 
anomalies, complications, and historical survivals into the details 
of which it is rash for anyone to enter but a Ministry Kealth 
expert. For this reason any such scheme as the above must be 
susceptible of considerable amendment and improvement in details. 
But we have no doubt as to the character of the evils ..to be 
remedied or as to the main lines along whicb a remedy can alone 
be found. *' 

It will be seen that our financial programme would consist 
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in treating the burden of national and local expenditure as a 
whole, and in regarding the latter as having a more urgent claim 
’for relief than the former, out of whatever free resources the 
Chancellor of the l^xchequer may obtain, as the result of a 
steady policy of disarmament, a reform of inheritance duties, or 
the natural elasticity of the revenue as the country recovers once 
more a normal rate of progress. Tt makes no difference to tax- 
payers as a whole whether they pay a given sum in local taxes 
or in national taxes. But since our system of national taxation 
is much more efficiently <lcvised than our system of local taxa- 
tion, it is better that the relief which can be afforded to tax- 
payers should affect local taxes first. 
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BOOK I 

THE CONDITION OF BRITISH INDUSTRY 

T he range of subjects which we have covered in this 
Report is large. The problems of British industry are 
many and various; and a wise industrial policy must be 
correspondingly many-sided. We have not attempted to emulate 
the simple conii)rehensiveness with which extremists of the left 
and right sum up these problems in a single phrase — telling us 
either that the State should cease to meddle with industry, or that 
the capitalist system should be replaced by “ Socialism.” Such 
phrases are always attractive to certain minds. Yet it is notice- 
able that their attractiveness is now very much on the decline. 
Nor is the explanation far to seek. Real problems have emerged, 
serious, indeed urgent, which demand attention. And no one 
trying to deal with a real problem has ever found the smallest 
assistance either in the platitudes of inaction or in the grandiose 
formula of revolutionary change. 

We have started out with a careful survey of the facts of 
the industrial situation. The broad picture which presents itself 
is one of long-continued adversity in our leading exporting indus- 
tries, contrasting sharply with considerable expansion and pros- 
perity elsewhere. The general forces making for economic 
progress have not ceased to operate. Fluman intelligence is still 
restlessly at work. New inventions are made, machinery is con- 
stantly becoming more efficient, the technique of business under- 
goes a corresponding process of improvement; our expenditure 
on education and pyblic health and social services has not been 
without effect in raising the efficiency of the population; and 
all.these forces make powerfully for increased productivity. They 
have be§n just about strong enough — or nearly so — to cancel 
out against both the diminished hours of work and the waste 
arising from unemployment and idle planf in the exporting indus- 
tries. And, since, the leisure and freedom from undue fatigue 
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which results from moderate hours of work constitute one of 
the most important elements in human welfare, it is fair to say 
that, as a people, we have still been making progress on the whole, 
despite all our post-war economic difficulties. 

But this fact is no excuse for complacency. On the contrary, 
when we remember the immense growth in prosperity which each 
decade in the nineteenth century showed over the preceding decade, 
or when we reflect on the rapid strides forward that are being 
made to-day in the United States, the small, doubtful progress 
which has been achieved here since the Armistice is disappointing 
and disquieting. These comparisons supply the measure of what 
we have lost by the depression of the export industries, of what 
we stand to lose in future unless the difficulties which face them 
are overcome. For the past seven years the condition of these 
industries — coal, iron and steel, shipbuilding, textiles — the chief 
contributors to our development during the nineteenth century, 
has been profoundly unsatisfactory, whether we have regard to 
the volume of trade and of employment, or to the wages and 
profits which they have afforded to tho.se engaged in them. 
Moreover, while the outlook for some of these industries is im- 
proving, the difficulties of others, and among them the most 
important, namely coal and cotton, are becoming increasingly 
acute. The troubles of the export industries have acted as a 
brake on our general economic progress. They render its con- 
tinuance precarious. They have persisted too long to entitle us 
to dismiss them with facile expressions of hope that better days 
may be in store. 

In part, we believe that our loss of foreign trade is due to 
the growth of general impediments to world commerce. Our 
first industrial need is, therefore, a wise international policy 
which will secure peace and promote intercourse between nations. 
But that is not the whole story. The nineteenth century has 
passed away; and we have to adapt ourselves to the cpnd'tions 
of the twentieth. We acquired a long start in the application of 
steam to manufacture. During the nineteenth century we derived 
immense advantage from the momentum of that long start. The 
momentum is now nearly spent, and we are beginning to feel its 
disadvantages. In many of our leading, old-established indus- 
tries the organisation is too deeply embedded in nineteenth-century 
grooves. The essential weakness is not national, it does not lie 

454 



SUMMARY OF CONCLUSIONS 


in obsolete plant or in an antiquated lay-out of coal-mines. It 
js, rather, psychological. It lies in a stubborn adherence to out- 
worn methods, ideas, traditions, resulting in a general organisa- 
tion of industry which fails to pass the test of twentieth-century 
conditions. Nor is it only business organisation in the narrow 
sense that is at fault. Our industrial efficiency is gravely im- 
paired by unsatisfactory relations between employers and em- 
ployed, bursting out every now and then into wasteful conflict. 

But we have not only to adapt to new conditions the structure 
of some of our industries, we must be ready also to re-adapt the 
whole structure of our economic life. We must not continue 
to wait passively for something to happen which shall restore 
the peculiar balance of our pre-war industrial life. Rather 
should we extract compensation for the troubles of our export 
industries by turning our attention to what we have too long 
neglected — the development of our home resources. We should 
seize the opportunity to press on with housing, road construc- 
tion, electricity, and the regeneration of agriculture and our rural 
life. These are the broad conclusions to which our survey 
leads us. 
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THE ORGANISATION OF BUSINESS 

\ 

Chapter VI 
The Puretc Concern 

I. Indizndualism and Socialism. — Individualism is an un- 
rivalled method for (i) the dcc'cntralisation of decisions, (ii) as 
a means of discoverinc;’ the most elTective from amongst the 
possible alternatives, and (iii) as a method of measuring the com- 
parative efficiency, not only of methods, but of individuals. 

Nevertheless, (i) where undertakings of great national im- 
portance reciuire large amounts of capital, yet may fail to attract 
private enterprise on an adcijuatc scale, perhaps because of the 
necessity of limiting profits, or (ii) where conditions of monopoly 
render unregulated private enterprise dangerous, or (iii) where 
the private shareholder has ceased to perform a useful function, 
there must be room for what we have called the Public Concern. 

Public Concerns of one kind or another, of which the leading 
examples are enumerated in the text, already cover so vast a field 
that the supposed choice between Individualism and Socialism is 
largely an obsolete issue. An examination of the existing types 
of Public Concerns show's that the Socialist would gain nothing 
by assimilating to a single theoretical model a diversity developed 
by experience to meet actual situations. On the other hand, it 
would be quite impossible to scrap the elaborate legislation* endeted 
by Governments of every political complexion and hand over 
our public utilities and railway system to the operation of uncon- 
trolled Individualism. There is therefore no question otprinolple 
at stake, but only one of degree, of expediency, and of method. 
The important practical issues arc the correct delimitation of 
the field of the Public Concern, and, above all,,a*thorough over- 
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hauling of the methods of running those Public Concerns which 
.already exist. 

2. The Nationalisation of Industry. — If this means direct 
State ‘ trading, we are opposed to it. The best method of con- 
ducting large undertakings owned by the Government and run 
in the public interest is by means of an ad hoc Public Board 
analogous to a Joint Stock Company, in which the capital is 
owned and the directors appointed by the Slate. 

3. Municipal Trading. — We are in favour of local public 
ownership of local public utilities, but we doubt whether the 
right forms of organisation and the right geographical units have 
yet been attained. Here also we favour the development of ad 
hoc Public Boards, the executive and administrative Boards of 
which would correspond to the boards of directors of private 
concerns, the Local Authorities corresponding to the .shareholders. 

4. The Organisation of Public Boards. 

(i) The method of appointing the Executive Authority of 
Public Boards should be reformed, business and technical effici- 
ency being aimed at rather than the representation of in- 
terests. 

(ii) We need to build up an attractive career for business 
administration open to all the talents. A regular service should 
lie recruited for Public Boards, with a cadre and a pension scheme, 
with room for rapid promotion and satisfactory prizes. To 
cover the case of Public Boards subject to Municipal and other 
Local Authorities, a body might be set up similar to the Civil 
Service Commission. 

(iii) A proper system of accounting, distinguishing on sound 
principles between expenditure on capital and on current account, 
should be introduced into all Public Boards, and the sy.stem should 
be as uniform as possible, to facilitate comparisons. 

5. The Field of Operation of Public Concerns. — We do not 
wish at the present stage greatly to enlarge the existing field of 
operation of Public. Concerns. The next step is to bring those 
which exist up to date, to improve the position and prospects 
oi their officials, and to get their capital accounts into order. But 
some further extension of the field of Public Concerns will prob- 
ably be indicated aS desirable year by year in the future, as in the 
past. For exam])le, we favour a new Road Board with wider 
jurisdiction and larger resources. We also favour a single Public 
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Board to control every section of the transport system of the 
London area. We think that Public Boards dealing with the, 
supply of electricity should be considerably developed. We are 
not satisfied with the present position of the Railways, but we 
think that some further experience should be gained before modi- 
fying the recent Railway Act. 

Chapter VII 

The Joint Stock Company 

The important practical distinctions are : 

(i) Between those Companies which have passed out of 
the effective control of their shareholders and those which 
are still controlled by them ; and 

(ii) Between those Companies against whom competition 
from new-comers is likely to be ineffective and those which 
are still subject to normal competitive conditions. 

Where neither diffused ownership nor monopolistic tendencies 
are present, there is no need to interfere materially with the 
existing state of affairs. Our proposals are directed to the 
problems arising from diffused ownership and monopolistic 
tendencies. 

1. Publicity of Accounts and Responsibility of Auditors . — 
We make far-reaching and drastic proposals, the details of which 
are given in the text, for securing tlie effective publicity of 
accounts in the case of all Public Companies, and for enlarging 
the responsibilities of the Auditor and strengthening his position. 

2. Directors. — We make recommendations dealing with the 
publicity of remuneration of directors, the question of their 
dealing in the shares of their own companies, and of their super- 
annuation. In certain types of companies of widely diffused 
ownership, directorships are in fact the pocket boroughs of the 
present days, but in the main we must depend for improvement 
on the leaders of the business world becoming more aliv^ tc' the 
dangers of present methods and to the importance of increased 
efficiency in this respect. 

3. Supervisory Councils. — We suggest that the right Jihe 
of evolution in the case of companies of diffused ownership is 
towards a system by wlvch, in addition to the board of directors 
consisting of the active management of the concern, with a few 
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outside persons with technical qualifications, a Supervisory 
> Council would represent the shareholders, and in some cases the 
employees. 


Chapter VIII 

Trusts and Trade Associations 

1. The Prohletn of Monopoly . — The instinctive public distrust 
of monopolies is well founded, because it is competition which 
has passed on to the consuming public, in the form of low prices, 
the results of industrial and economic progress. It is, however, 
useless to-day to attempt to restore the old conditions of com- 
petition, which often involved waste of effort and prevented full 
advantage being taken of large-scale production. In modern 
conditions some degree of monopoly is, in an increasing number 
of industries, inevitable, and even quite often desirable in the 
interests of efficiency. The progression from purely private 
Individualistic enterprises to the Public Concern is a gradual one. 
We must try to find room for large-scale .semi-monopolistic 
private concerns. A monopoly, held in check by its vulnerability 
against concerted action by consumers, may serve the public 
well and offer many of the advantages of free competition simul- 
taneously with the economies of concentration. But publicity 
is the necessary condition for the right use by the consumer of 
his ultimate weapons. 

2. We recommend, therefore, that large Public Companies 
controlling more than 50 per cent, of a product within Great 
Britain should be registered as a Public Corporation and should 
be subjected to specially stringent provisions of publicity. 

(i) It should be subject to inspection by the Board of 
Trade, with power to the latter to report. 

(ii) In the event of abuses coming to light, the procedure 
, of investigation and control recommended by the Committee 

on Trusts should be followed, including the establishment 
of a Thrust Tribunal. 

• 3. International Cartels . — International Cartels .should not 
be Ihdisoriminately attacked. But they are capable of developing 
into dangerous monopolies, and should be closely watched. The 
best remedy against the abuse of such •agreements is, as in the 
case of National. Agreements, full publicity. 
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4. Trade Associations . — Where a Trade Association com- 
prises more than 50 per cent, of a trade or industry it should,, 
generally speaking, be incorporated and be subjected to special 
rules as to publicity and the preparation of statistiQS. On the 
other hand, since cases may arise where a small minority of 
any industry may legitimately be required to conform to the 
rules which the majority have imposed on themscK'es, we recom- 
mend that, in special cases and subject to special safeguards, an 
Incorporated Trade Association should be allowed to apply for 
the Association rules to be enforced throughout the industry. 

Chapter IX 
The National Savings 

1. The Pre.'icnt Sifnalion . — The aggregate new savings of 
the country arc estimated at about £500,000.000 annually. The 
manner in which, and the channels through which, this sum is 
invested are analysed in detail. A doubt is expressed whether 
the existing machinery for investment necessarily preserves the 
correct balance between expenditure on Transport and Public 
Utilities at home and loans for similar purposes overseas. Our 
constructive propo.sals are based on the assumption that the 
first and most important use of our National Savings should be 
in the development and expansion of Transport Facilities, Public 
Utilities, Industries, Housing, and Agricultural Equipment at 
home. 

2. A Board of National Investment . — It is recommended that 
there should be established a P)oard of National Investment which 
should take over the present functions of the National Debt 
Commissioners and certain other bodies. All capital resources 
accruing in the hands of Government Departments should be 
pooled in the hands of this Board, and out of the pool there 
should be financed new capital expenditure by Public Boards and 
other official bodies. It is proposed that the whole of tht capital 
expenditure which is being currently incurred under some form 
or another of Public Authority should be reviewed annually, that 
the funds available for such purposes should be pooled, and tjifit 
no desirable development should be postponed -so long as '’savings 
are available to finance its 

The Board of National Investment, in drawing up its pro- 
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gramme, would have regard to the resources flowing into the pool, 
to the state of the investment market, to the urgency and im- 
'portance of the demands upon it for advances, and to the state 
of employment. It should also pay special attention to the 
provision o*f bonds of a type suitable to the small investor. 

We believe that without any encroachment on the legitimate 
field of private enterprise, the Board of National Investment 
might become a factor of great importance in the development 
of the national resources. 


Chapter X 

An Economic General Staff 

We propose, as an essential instrument of better and wiser 
government in modern conditions, the establishment of an 
Economic General Staff closely associated with the Prime 
Minister and the Cabinet, and at the same time with principal 
Economic Departments of State, with duties in general terms 
as follows ; 

(1) To engage in continuous study of current economic 
problems affecting national policy and the development of industry 
and commerce. 

(2) To co-ordinate and, where necessary, to complete 
statistical and other information recpiired by the Government and 
by Parliament. 

(3) To act on its own initiative in calling the attention of the 
Cabinet (or the Committee of Economic Policy suggested below) 
to important tendencies and changes at home or abroad. 

(4) To suggest to the Government plans for solving funda- 
mental economic difficulties, such, for instance, as measures for 
stabilising trade conditions, avoiding unemployment, and develop- 
ing national resources. 

It is also suggested that a Standing Committee of the Cabinet 
should i*e set up, called the Committee of Economic Policy, to 
which the Chief of the Economic General Staff should act as 
Secretary. • 

* .With the Committee of Economic Policy and the Economic 
General* Staff the. executive Government would be far better 
equipped for handling and foreseeing, the complex economic 
problems of modern administration. 
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Chapter XI 
Business Statistics 

The improvement of economic information is necessary for 
wise intervention or guidance by the State. iBut it is not less 
necessary for the efficient functioning of individual enterprise. 
We believe that secrecy in business is one of the greatest factors 
of inefficiency in British economic life to-day. ' 

We therefore recommend uncompromising measures against 
the withholding of facts, and in particular a far-reaching exten- 
sion and development of the Government Statistical Service 
along the lines indicated in the text. 

Increased resources of money and staff should be placed at 
the disposal of Government Departments for the purpose of 
strengthening their statistical organisation. 

The Census of I’roduction, instead of being taken at long- 
intervals, should be in operation continuously. The figures 
collected should be made readily available. 

The Stationery Office should revert to its practice of selling 
official publications at prime cost. 

The Economic General Staff should keep an eye on the 
completeness and co-ordination of the statistical information 
collected and on the prevention of overlapping. 

As much use as possible should be made of the assistance of 
Trade Associations and of auditors and accountants acting 
through their Institute. 


Chapter XII 
Business Efficiency 

Whilst there is some inefficiency in individual businesses in 
face of the more complex and difficult problems of th^ pr^|ent 
day, especially in the case of old-established enterprises, the 
more striking opportunities for improvement probably relate, not 
so much to the affairs of individual businesses, as to the general 

problems of industry as a whole. . , - . ' , i 

Examples are quote4 in three leading industries, namely coal, 
steel, and milling. It may be possible to aid the solution of some 
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of the problems by better education and increased information. 
But in the main the remedy must necessarily lie with industry 
•itself. 

Proposals are made in connection with training and educa- 
tion, and fdr the development of right methods. 

The heading under which there is perhaps most reason to 
doubt the efficiency of our existing organisation is that of market- 
ing. Doubts are cast on the suitability of our traditional 
merchanting system to the altered conditions of international 
competition in the modern age. It is held to be not without 
significance that those industries which are now finding it most 
difficult to hold their own are the old-established industries in 
which the nineteenth-century merchanting system has struck its 
deepest roots. The difficulties of introducing better marketing 
methods are admitted, but the conclusion is drawn that some of 
our industries could do much to improve the efficiency of their 
marketing. 
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INDUSTRIAL RELATIONS 
Chapter XIII 

The Causes of Industrial Discontent 

The existence of widespread discontent among the workers 
is a principal cause of industrial inefficiency and an obstacle to 
prosperity. It shows itself (tf) in the growdng scale and cost 
of industrial disputes, and {b) in constant friction and, in some 
cases, restriction of output. 

This discontent is due to legitimate grievances and aspira- 
tions. In particular, workpeople feel — 

(n) that they are treated rather as tools than as partners 
in production, and that they do not enjoy in industry a stand- 
ing corresponding with their standing as free citizens; 

{b) that the distribution of the wealth they help to create 
is carried out on principles to which they are not parties, 
and leads to a cleavage between a small owning and directing 
class and a large working class. 

It must be a primary aim of industrial policy to remove the 
causes of this discontent. This does not involve any revolu- 
tionary reconstruction of our social order. I'he course of indus- 
trial evolution already points in this direction. 


Chapter XIV 
Collective BARCAiNiNd 

The regulation of industrial relations and the distribution, of 
the product of industry are now carried on mainly, by' the 
process of “ collective, bargaining ” between organised bodies 
of employers and workpeople. In this process the “ third party ” 
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in industry (the managerial and technical staffs) have hitherto 
taken no direct part. 

Analysis shows that, on the scale on which we know it, this 
process is a very recent development. Hitherto it has been mainly 
confined to an endless tug-of-war regarding wages and con- 
ditions, and it has led to costly and wasteful conflicts. But it is 
capable of being developed into a system of “ joint ascertainment ” 
of what is just, practicable, and advantageous to the industry and 
to the community. 

In some industries (e.g. cotton, iron and steel, boots and 
shoes, and the railway service) there has been a remarkable 
development in this direction, and some of these industries have 
been very successful in avoiding strife. 

Trade Unions and Employers’ Associations, though they wield 
immense power over the life of the nation, are very incompletely 
recognised by law. We recommend (i) that a Commission 
should be appointed, including Trade Union representatives, to 
examine the whole question of Trade Union law; and (2) that 
the same knowledge should be made available regarding Em- 
ployers’ Associations as is already made available regarding Trade 
Unions. 


Chapter XV 
The State and Industry 

The State, since it exists to secure peace, justice, and liberty 
for its citizens, has necessarily been compelled to intervene in 
industrial relations. 

It has directly intervened, by legislation, (o) in the regula- 
tion of conditions (Factory Acts), (h) in the determination of 
the hours of labour (various Acts), and (c) more recently, in 
the fixation of wage-rates, through the Trade Boards — a Liberal 
infyntit;*!. 

The Trade Board system has shown the value (a) of a 
neutral element in discussions, and (b) of legally enforceable 
powers as a substitute for enforcement by strike or lock-out. 

The State has- also encouraged the growth of peaceful self- 
government in industry by devising the^Whitley system of Joint 
Industrial Councils, which have gone beyond bargaining to co- 
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operation in the pursuit of efficiency. But this system has had 
only a limited degree of success in a few industries, mainly owing 
to the lack of enforceable powers. 

The State has undertaken the work of conciliation, and has 
set up the Ministry of Labour to deal with all thes'e problems. 
It has also set up a system of voluntary arbitration, culminating 
in the Industrial Court, which has, within its limits, achieved a 
high degree of success. 

Encouraged by this success, some have urged the establish- 
ment of a system of compulsory arbitration for the settlement of 
industrial disputes. We are satisfied that such a system would 
be unworkable in this country, and that it might discourage the 
growth of co-operative self-government, which is the true aim 
of industrial policy (see pp. 179-180). 


Chapter XVI 

The Remuneration of the Worker 

The maintenance of the highest practicable level of wages is 
the common interest of the community, the workers, and the 
employers. 

This depends primarily upon efficiency in production. While 
the Trade Unions have contributed notably to the improvement 
of conditions, analysis shows that wages advanced most rapidly 
when our productive power was growing fastest, though the 
Trade Unions were then weak; and that the rate of advance 
slowed down when our relative efficiency in production decreased, 
though the Trade Unions were then strong and belligerent. 

There is therefore far more to be gained by labour through 
co-operation than through conflict. But this involves two things : 
(a) full knowledge of the financial facts in order to ensure that 
the highest practicable rates are fixed and that capital does not 
take more than its share; and (b) the establishment of •a wftge- 
system which will be felt to be just. - 

There are three elements in a just wage-system: (a) a 
minimum below which no worker should fall; (b) standard 
wages corresponding to the skill and effort required frorri the 
worker; (c) a variable flement {profit-sharing) dependent upon 
the prosperity of the concern in which the worker is employed. 
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Minimum Wage . — It is impracticable to fix a universal 
national minimum. We therefore recommend that every properly 
constituted negotiating body should be empowered under proper 
safeguards to fix a legally enforceable minimum for its industry. 

We consider that some system of family allowances would 
provide a means of meeting more adequately the needs of the 
workers. Recognising the difficulties of this device, we recom- 
mend that every negotiating body should be urged to consider 
whether and how such a system could be applied in its industry. 

Standard Wages . — The principle that reward should be pro- 
portionate to skill and effort can often be best met by a system of 
piece-work, fellowship-bonus on time-rates, or other methods 
of payment by results. But no such system can work well 
unless it is based upon consent and open consultation whenever 
revision of rates is necessary. 

Serious disparities have arisen since the War between the 
wages paid for occupations of corresponding skill in different 
industries. These will only ultimately be remedied by an im- 
provement of the rates in depressed industries as and when trade 
revives. But we recommend that the Council of Industry (see 
below) should watch the movements of wages in various trades, 
and should direct the attention of negotiating bodies to undesir- 
able disparities. 

Profit-sharing . — We desire to see a wide extension of suitable 
forms of profit-sharing. The primary purpose of such a system 
should be neither to encourage greater output nor to increase the 
earnings of the workers, though these results should incidentally 
follow ; but to define the principles upon which the wealth created 
by a concern is divided and to give assurance that these principles 
are observed. 

In order to secure this object it is essential {a) that the basis 
of any scheme should be clearly defined and legally secured; 
(h) that the participants should have access to adequate know- 
led^ of the financial facts; (c) that the freedom of the workers 
should be in no way impaired. 

. It is not* possible to enforce generally any single scheme of 
profit-sh?ii;ing, since every scheme must be adjusted to the con- 
ditions of the concern adopting it. But we recommend (a) that 
certain types of large-scale concerns shoald be required to adopt 
schemes; and (&),that the Council of Industry should work out 
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schemes of various types, and should urge negotiating bodies to 
consider what types would be suitable for their industry. 

Chapter XVII 

A Programme of Industrial Co-operation 

It is the aim of Liberal Policy to bring about the establish- 
ment, in every industry, of a representative regulating body, 
including both employers and workers, for the con^dcration of 
common intei'csts, and endowed with the power of obtaining, 
under proper safeguards, legal sanction for their agreements. 

This involves (a) the improvement of existing negotiating 
machinery; (b) the provision of adecpiate knowledge of the 
financial facts; and (r) the provision of belter machinery for 
central guidance, particularly by the creation of a Ministry 
of Industry, including the powers of the present Ministry of 
Labour, and of a representative Council of Industry working 
in close association with the Ministry. 

Negotiating Bodies . — It is desirable that negotiating bodies 
should include a neutral element, without the power to vote 
except when legal powers arc sought; and also in many cases 
representative of managerial and technical staffs for consultative 
purposes on subjects other than wage-negotiations. But as this 
involves considerable departure from existing practice, the ques- 
tion of the invitation of such members and of the conditions 
under which they arc to act should be left to the negotiating 
bodies themselves. 

Any difficulties affecting the demarcation between organised 
industries should, when necessary, be referred to the Council of 
Industry. 

Trade Boards . — We recommend that the Trade Board system 
should be extended to all industries insufficiently organised to be 
able to make and keep general agreements; that su»h l«;ade 
Boards should, as now, be constituted by the Ministry, and should 
have power to fix minimum wage-rates enforceable by criminal 
process; that in the fixation of wage-rates above the minimftni 
and of other conditions neutral members of Trade Boafds should 
be entitled to speak, bvt not to vote, unless legal enforcement 
was sought; that in such cases enforcement shoqld be by way of 
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civil, not criminal, process; and that all regulations for which 
legal force is sought should be laid before the Council of Industry 
'for review before being endorsed or disallowed by the Ministry. 

Joint Industrial Councils . — ^Joint Industrial Councils should 
be encoura^i^^ed to include in their membership (a) a neutral 
element, and (b), where appropriate, representatives of technical 
and managerial staffs; but this should be at their discretion. 
We recommend that the Council of Industry should maintain a 
panel of persons suitable for appointment as neutral members, 
or, alternatively, should approve persons nominated by the 
Councils. 

We recommend that Joint Industrial Councils should be 
empowered to obtain legal sanction for their agreements subject 
to the following conditions : 

(a) the proposal for which legal sanction is sought 
should have been supported by a majority on both sides ; 

(b) any sections of the industry not represented on the 
Council should have been given an opportunity of presenting 
their views; 

(c) neutral members should have taken part in the dis- 
cussion and voting; 

(d) the Council should be able to show, in making appli- 
cation for the enforcement of wage-rates or conditions, that 
undesirably low wage-rates or bad conditions are prevalent in 
some sections of the industry; and that the rates or condi- 
tions proposed to be enforced arc not markedly above or 
below those ruling for occupations of corresponding skill 
in other industries. 

Applications for legal sanction should be laid before the 
Council of Industry for report, together with any criticisms 
which may have been made, reasonable opportunity having been 
given for such criticisms. After receiving a report from the 
Council, the Ministry of Indu.stry should be empowered to issue 
an<Orde» which, after lying on the table in both Houses of Par- 
liament for a defined period, should have the force of law. 

Other Negotiating Bodies . — In industries where neither Trade 
Bclards nor Joint Industrial Councils exist, the Ministry^ and 
Council ‘df Industry should strive to bring suitable machinery 
into existence. 

(a) In highly organised industries which have already 
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developed satisfactory negotiating machinery, no attempt 
should be made to interfere with this machinery, but these 
industries should be urged also to establish the machinery* 
of organised discussion on the lines of the Joint Industrial 
Councils, with power to obtain legal enforceability for their 
decisions. 

(b) In less organised industries the establishment or re- 
vival of Joint Industrial Councils should be stimulated; or, 
where the organisation on both sides is weak, Tirade Boards 
should be instituted with the advice of the ^Council of 
Industry. 

Essential Public Services . — With a view to the protection of 
the public and the smooth working of industry, it is necessary 
that special safeguards should be taken against interruptions in 
the essential public services, provided that the ultimate right to 
strike or to lock out should not be impaired. 

For this purj)ose we recommend : 

(a) that the Council of Industry should schedule the 
essential services, and should request the negotiating bodies 
in each scheduled industry to submit a scheme providing 
(i) a satisfactory system of negotiation, and (ii) adequate 
guarantees for its full utilisation; 

(b) that in these cases the system of negotiation should 
include a reference for report to an impartial inquiry, no 
strike or lock-out to be valid until the report of the inquiry 
had been published; 

(c) that the guarantees might take one or more of the 
following forms: (i) the organisation of the workers in 
the service concerned on an establishment basis ; (ii) appoint- 
ments for a term of a month or three months, with penalties 
for breach of contract; (iii) the deposit of forfeitable pledges 
on either side; (iv) a provision that the privileges of the 
Trades Disputes Act, 1906, should not apply in the case of 
stoppages declared before the whole machinery oiw.negftiia- 
tion had been utilised; 

(d) that in the event of no scheme, or an unsatisfactory 
scheme, being submitted by the industry concerned, tlie 
Council of Industry should itself draw, up a scheme 'for 
submission to and ^enactment by Parliament. 

Provision of Knowledge . — ^We recommend that it should be 
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the duty of the Ministry of Industry, acting in conjunction with 
^the Economic General Staff (see above, pp. iiyff.), to equip all 
negotiating bodies with adequate knowledge of the financial facts 
affecting tljeir industries. 

Ministry of Industry . — We recommend that the Ministry 
of Labour should be reconstructed under the name of the 
Ministry of Industry, taking over the powers of the Home 
Office under the Factory Acts and Compensation Acts, the 
Mines Department of the Board of Trade, and such other func- 
tions as may be necessary to bring within the purview of a 
single ministry all the relations between the State and the or- 
ganised bodies of employers and workpeople. 

We also recommend that the Ministry, thus reconstructed, 
should undertake the duty of advising and stimulating the various 
industries towards co-operative action in the pursuit of efficiency. 

Council of Industry . — We recommend the establishment of 
a representative Council of Industry, of workable size, in close 
association with the Ministry of Industry. It should include nine 
representatives of employers and nine of workers together with 
six appointed by the Ministry. The members should be appointed 
for three years, one-third of each category retiring each year, 
and being eligible for reappointment. The Council should meet, 
at frequent and regular intervals. 

The Council should — 

(i) report on all applications for compulsory powers, 
whether from Trade Boards or other bodies ; 

(ii) keep under continuous review the development of 
consultative machinery in the various industries ; 

(iii) keep under continuous review the movement of 
wage-rates and direct the attention of negotiating bodies 
to undesirable disparities; 

(iv) I)resent an annual report on these subjects, which 
should be published ; 

give preliminary consideration to measures affecting 
industry proposed to be introduced in Parliament; 

(vi)* generally advise the Minister of Industry on all 

. matters referred to it by him. 

The’ institution of the Council of Industry should not stand 
in the way of the subsequent establishment of a larger National 
Industrial Council, when such a step seemed desirable. 
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Chapter XVIII 
The Status of the Worker 

It is even more important to create the machinery of organised 
co-operation in the individual factory or workshop than in 
national negotiating bodies. But this must be done (a) without 
impairing the necessary authority and prerogatives of manage- 
ment, which would be fatal to efficiency, and (b) without con- 
flicting with the agreements or decisions of national or district 
negotiating bodies. Anything which can be accurately described 
as “ workers’ control ” is therefore out of the question. 

The representation of workers upon boards of directors is 
of little value, unless cither (a) the workers have an established 
right to a share of residual profits, or (b) the functions of 
direction have been divided as .suggested above (p. 91), in 
which case workers might advantageously be repre.scnted upon 
a Supervisory Council. 

We regard it as important that there should be permanent, 
regular, and established methods of consultation in every factory 
and workshop of substantial size. We therefore recommend that 
it should be a legal obligation upon every concern employing 
fifty or more workpeople, or, alternatively, itpon every concern 
falling under the Factory or Workshops Acts, to establish a 
Works Council. 

The Works Council should include representatives of every 
important grade or group within the concern, from the manag- 
ing chiefs downwards, and it should meet at regular intervals. 

Its functions should he in the main consultative, except that 
its assent should he necessary for works rules; in the event of a 
failure of agreement on rules, there should be a reference if 
possible to a district negotiating body, with an ul'iimate appeal 
to the Ministry of Industry. 

Every workman should receive, in print or writing*'a sftete- 
ment of the conditions of his employment, including the con- 
ditions on which he may be discharged. 

The rules should provide safeguards against arbitrary, .dis- 
missal, without prejudice to the ultimate authority of manage- 
ment, and should provMe suitable modes of ensuring that the 
discharged workman shall be able to state his case to a higher 
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authority if discharged (a) for a moral offence or (&) for incom- 
petence, and an assurance of some consultation before men are 
selected for discharge on the ground of shortage of work. 

The Works Council should annually receive a statement upon 
the ’financial condition of the concern as full as would be offered 
to the shareholders, together with an explanation of its trade 
prospects. It should also be fully consulted in regard to all 
welfare work, and on schemes for profit-sharing or ownership- 
sharing. 


Chapter XTX 

The Diffusion of Ownership 

The existing distribution of the ownership of property or 
capital in this country is so grossly unequal as to constitute a 
social danger, and to give substance to the complaint that the 
nation is divided into a small owning class and a large working 
class. 

It is essential that every possible means should be taken to 
amend this evil, by bringing about a more general diffusion of 
ownership. 

The distribution of wealth has been substantially affected 
by the use of progressive taxation to defray the cost of the 
social services. But this has affected income rather than capital. 
It has, however, helped to bring about an increase of popular 
saving, though not on a sufficient scale to balance the decrease in 
investments by the rich. 

A firm handling of the rights of bequest and inheritance 
would contribute to a solution of the problem ; but we make no 
detailed proposals on this subject, which lies outside our reference. 

The chief hope of improvement lies in the wider diffusion 
of new capital as it is created, (a) by the setting aside of reserves 
■weithin 'industry, (b) by private saving. 

It is by the creation of reserves that the major part of indus- 
trial capital is provided. This is all now assumed to be the 
jfrpperty of the existing shareholders. We consider that after 
existing' capital has received an adequate return, the balance 
ought to be shared with the employees,*and that it is best shared 
in the form of capital allotments, which create new ownerships. 
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We recommend that the Council of Industry should do every- 
thing in its power to stimulate distributions of this kind, which _ 
are already adopted by various concerns. 

In order to encourage widespread popular saving and invest- 
ment it is necessary that the banking habit should* be greatly 
extended. We recommend that the stamp duty on cheques for 
small amounts (which is a strong deterrent) should be either 
abolished or reduced to Jd. 

Instalment sales of stock by trading companies to their 
employees present some dangers, but they stimulate popular in- 
vestment, and should be encouraged subject to reasonable safe- 
guards which should be devised by the Ministry of Industry or 
the Board of Trade. 

Instalment sales of stock to customers, especially by public 
utility companies, afford another useful method of overcoming 
the difficulty experienced by the small investor in buying stocks. 

We have elsewhere recommended that the Board of National 
Investment should use all practicable means of enabling small 
investors to purchase Government stock with the minimum of 
trouble. 

The growth of investment trusts presents a means of enabling 
the small investor to distribute his risks and to obtain a better 
return than he can obtain on Government securities. There is 
room for a popular type of investment trust, with a limit to the 
individual investment, the dividends not being subject to deduc- 
tion at the source. Such a system should, however, be care- 
fully regulated, without involving the State in any guarantee. 

The concurrent pursuit of all these methods should (especially 
if or when prosperity returns) render possible a rapid expansion 
of popular investment, and a wide diffusion of ownership; thus 
enabling the savings of the million progressively to take the place 
of the unspent surplus of the very rich, placing industry upon 
a much wider foundation, and bridging the gulf between the 
owning class and the working class. 
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BOOK 4 

NATIONAL DEVELOPMENT 

Chapter XX 
Unemployment 

Unemployment is the gravest of our social maladies, and its 
deplorable results point to fundamental defects in our social 
order. 

It is necessary to distinguish between (a) normal unemploy- 
ment, due to trade fluctuations, seasonal changes, etc., and (fc) 
abnormal employment such as w^e have suffered from since the 
War, especially in the export trades. 

Normal unemployment can be tempered by a wise regulation 
of monetary policy and by forethought in the distribution of 
orders. It can be alleviated by a system of social insurance, 
such as has been already wrought out, the risks being calculable, 
and therefore insurable. 

Abnormal employment ought not to be dealt with by a strain- 
ing of the insurance system, or by poor-relief. The results of 
the attempt to deal with it in this way have been (a) to impair 
the insurance system and to impose an unfair burden upon many 
industries; (&) to break down the poor-law, especially in distressed 
areas. 

We later recommend (Chapter XXXI) that the State should 
assume direct responsibility for the relief of the able-bodied un- 
ffiployTd. ‘This Avould render possible the restoration of the 
Unemployment Insurance Scheme to a sound actuarial basis, 
qnd would make it pi-acticable so to revise the scheme as to 
facilitate the mobility of labour instead of discouraging it — a 
result highly important at the present time. 

• But other methods must be used to»relieve the heavy load of 
abnormal unemployment. 
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Chapter XXI 

A Programme of National Development 

The only sound way of dealing with unemployment .is vigorous 
action to redress the balance of our national economic life. Means 
of achieving greater efficiency and effective co-operation (dis- 
cussed in Books 2 and 3) will contribute towards this end, but 
they are not enough. ! 

The existence of a large unemployed labour force should be 
utilised for the purpose of reconditioning the nation’s capital 
equipment. It is false economy to withhold the capital outlay 
necessary for this purpose. 

There is an ample supply of cajiital for this purpose, provided 
that it is rightly guided ; even to-day the nation is creating new 
capital at the rate of £500 millions a year. It is sheer waste 
to avoid using a part of this capital for the purpose of utilising 
our labour resources in the improvement of our national equip- 
ment. 

We propose that a large programme of national development 
should be undertaken, and that, since it would impinge upon 
several departments of State, it should be placed under the control 
of a Committee of the I‘rivy Coimcil, directly responsible to the 
Prime Minister, and to be known as the Committee of National 
Development. 

The Board of National Investment (p. ill) should organise 
the means of financing this policy. 

Chapter XXII 
Roads and Housing 

A revolution in transport is being effected by the rapid develop- 
ment of road-borne motor traffic. This necessitates a bold recon- 
struction of our road system, the cost of which cannot fac&d 
by the existing local road authorities. - Failure, to meet this need 
handicaps industry and cripples agricultural revival. , 

We propose that a large programme of road construction 
should be undertaken, as an indispensable means of equipping 
the nation for its work apd at the same time relieving unemploy- 
ment. 
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This programme should be financed (a) by restoring the 
growing revenues of the Road Fund to the purpose for which 
they were designed, and, if necessary, by raising a loan on the 
security of these revenues; (b) by levying betterment taxes on 
land directly benefited by these works. 

Besides improving the competitive power of the nation, and 
providing a large amount of employment, such a programme 
would bring about a better distribution of population and directly 
contribute to the solution of the problems of housing and slum 
clearance. 

Bad housing being a primary cause of inefficiency and a 
heavy charge on the social .services, we recommend a continuous 
and comprehensive policy of bousing and .slum clearance as part 
of the programme of national development. 

To carry out this policy on a .systematic plan, regional authori- 
ties should be established, as advocated in To 7 vns and the Land, 
and they .should receive financial assistance, during the period 
that works of improvement arc maturing, from the Board of 
National Investment. 

New industrial towns of the garden city type should be 
created, planned from the outset for health and efficiency; and 
under proper safeguards the Board of National Investment should 
be empowered to guarantee the interest on bonds issued, under its 
approval, for such purposes. 


Chapter XXTII 

Ei.ectricity, Waterways, and Docks 

A steady and rapid improvement of our electrical supply is 
neces.sary for the increase of our competitive power. W'e have 
fallen behind other nations in the ec|uipment of our industry with 
this kind of power. An ill-advised parsimony in this sphere 
■'ji^uld ke mere folly. 

The Acr of 1926 marks a step forward, but it has defects. 
In any case, the Central lidectricity Board ought to be supported 
by the constant and steady backing of Government through the 
CommRfee of National Development. 

Our canal system has largely beeij allowed to go derelict, 
while continental nations have been showing great energy in 
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developing this cheap method of transport. Little or nothing has 
been done to give effect to the recommendations of the Canal , 
Commission of 1906, or the Departmental Committee of 1920. 

We recommend that this work should be vigoroi^sly pushed 
forward by the Committee of National Development, the canals 
being brought, in seven groups, under the control of public trusts. 

The maintenance of docks and harbours in a state of the 
highest efficiency, and with foresight of future needs, is essential 
for our sea-borne trade. Development is often impeded by a 
shortage of the revenues of port authorities. The Committee 
of National Development should keep these needs under review, 
and should facilitate financial assistance to port authorities where 
this is necessary. 


Chapter XXIV 

Agriculture, Forestry, and Reclamation 

A revival of British agriculture, which is still the greatest 
industry in the country, would not only help to relieve unemploy- 
ment, but would greatly improve our general economic position, 

(a) by increasing the purchasing power of the home market, and 

(b) by its influence upon the balance of trade in diminishing the 
import of foodstuffs and timber. 

A far-reaching policy aimed at these ends has already been 
adopted by the Liberal Parly. It has three main elements: (a) 
a reform of land-tenure, designed to give greater security to the 
cultivator and opportunities of access to land for the labourer; 
(b) facilities for credit, which should be assisted by the Board 
of National Investment; (c) improved marketing conditions, 
which would be closely connected with the development of 
transport. 

We recommend that the Committee of National Development 
should make the pressing forward of_this policy of re’Tival 
of its main tasks. 

Hundreds of thousands of acres of British land, tVhich could 
be reclaimed by drainage, are left derelict. Great Britain is the 
only country in Western Europe which has no continuous policy 
for reclaiming land, or pfeventing it from becoming waterlogged. 
We recommend that the working out of such a policy, and the 
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provision of the necessary capital, should be one of the tasks of 
the Committee of National Development. 

While we import between £40 and £50 millions’ worth of 
timber, and while we have millions of acres suitable for afforesta- 
tiort, we are showing immeasurably less energy than France, 
Germany, Denmark, and Belgium in this field. We recommend 
that the work now being done by the Forestry Commission should 
be extended and enlarged under the direction of the Committee of 
National Development. 

The development of rural industries should be an object of 
national policy, especially as electric power becomes more readily 
available. This would help to solve the problem of unemploy- 
ment, and also to bring about a healthier distribution of 
population. 


Chapter XXV 

The Problem of the Coal Industry 

The situation of the coal industry forms the gravest feature 
in our national outlook. Wc have analysed the causes of this 
situation, and the mistakes of policy on the part of mine-owners, 
miners, and the Government which have contributed to bring 
it about. 

We have also analysed the proposals of the Labour Party for 
dealing with the problem by the nationalisation of the industry, 
and conclude that these proposals are quite unworkable, and 
would make the situation worse. 

The mineral royalties should be acquired by the State, and 
placed under the administration of an expert body of Coal Com- 
missioners, who should use the landlord power to facilitate the 
reorganisation of the industry. 

The Commissioners should encourage and facilitate amal- 
gaiRatior* wl^re these were likely to produce increased efficiency; 
but purely financial amalgamations, which have in some cases 
done harm to the industry, should be prevented. 

• The method of wage-ascertainment should be improved by 
the exclusion of small pits from the district ascertainments. This 
would hasten the closing of uneconomic pits. It should also 
be ensured that all coal transferred by a colliery to an associated 
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concern or a selling agency should be credited at the market 'price. 

A full system of conciliation and co-operation, including pit- 
committees, district boards, and a national mining council,’ 
should be set up. 

A National Wages Board, with neutral members', similar to 
that on the railways, should be created; if necessary it should be 
endowed with Trade Board powers. 

Selling agencies to act on behalf of large groups of collieries, 
and other means of improved marketing, should be introduced. 
Those municipalities which wish to do so should be\empowered 
to engage in the retail sale of coal. 

Every assistance should be given by the State to research in 
the utilisation of coal. 

There is a surplus of about 200,000 miners who have to be 
provided for. Tlie difficult problem of transferring this large 
body of labour should bo the special care of the Committee of 
National Development. Recruitment of new labour in mines 
should be restricted. Older workers in the industry should be 
given an opportunity of withdrawing from it on a pension. 
Financial aid should be given for the training of miners for new 
occupations, for the provision of tools, and for the transfer of 
their families. 

A contribution towards the cost of these schemes should be 
required from royalty owners, a deduction being made from the 
price paid to them when the State acquires the royalties. 


Chapter XXVI 
Imperial Development 

The peoples of the Empire buy more of our goods per head 
than the corresponding peoples of other countries. It is fherefft'e 
our interest, as well as our duty, to do everything possible for the 
development of the Empire. 

Our trade with the Empire constitutes about one-thir.d of- our 
total external trade. It is impossible for us to adopt any method 
of Empire development*' which would involve placing barriers in 
the way of the other two-thirds of our trade. . ’ 
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The needs of different parts of the Empire vary widely, and 
must be separately studied. 

> The Dominions, which include 6 per cent, of tht population 
of the Empire, need (i) population, (2) capital, (3) markets, 
and, (4) communications. We have hitherto mainly supplied 
all these needs, but in the circumstances of to-day the difficulty 
of doing so is greatly increased. 

In view of the declining rate of increase of our population, 
it is important that emigration should be systematically en- 
couraged, but the effective co-operation of the Dominions is 
necessary for this purpose. 

We still use the greater part of our exported capital for im- 
perial development, and this is greatly encouraged by the privilege 
of having their stocks treated as trustee securities which the 
Empire Governments enjoy. In view of the stringency of capital 
supply and our needs for home development, the use of British 
capital for these purposes ought to be supervised by the Board 
of National Investment. 

We cannot adopt any effective system of preferences without 
greatly increasing the cost of living of our people, and putting 
obstacles in the way of our foreign trade; moreover, such a 
system would mainly benefit the Dominions, not India or the 
other parts of the Empire. 

The needs of India are peace, the allaying of racial discord, 
and an increase of the prosperity of her impoverished masses. 
She needs also a better banking system to overcome the sterilising 
of her capital by hoarding. A liberal political policy, and courage 
in economic development under the rcgis of Government, are the 
best ways of meeting these needs. 

The tropical colonies, which can supply many essential needs 
of industry, require to be opened up by the construction of roads 
and railways As this can only be done by Government action, 
the Board of National Investment should facilitate loans for 
s\j^ pur^joses. 

More attelition ^should be given to research and training re- 
garding the, conditions and problems of these colonies. 

. It is essential that a liberal policy should be pursued regarding 
native rights, and that exploitation should be prevented. 


31 


481 



SUMMARY OF CONCLUSIONS 


Chapter XXVII 
The Rising Generation 

It is essential to national efficiency that there shouM be a great 
improvement in the arrangements by which lioys and girls are 
placed in industry and trained for their life-careers. 

Juvenile unemployment is not now a serious problem ; nor is 
it likely to become so, owing to the decrease in the . number of 
juveniles available for emplojTnent due to our shrinking birth- 
rate. But adole.scent unemployment, resulting often from lack 
of training and from blind-alley occupations, presents real 
difficulties. 

We regard it as fundamental to social, political, and indus- 
trial progress that the young worker should be treated primarily 
as a citizen and worker in training; he should not be exploited 
because he is cheap. 

A marked deterioration takes place in many young workers 
between leaving school and becoming adult. It is essential in 
the national interest that this process should be stopped. 

The objective of educational policy, to be achieved as condi- 
tions permit, should be to extend the school-leaving age to sixteen ; 
to provide an adequate number of secondary-school places ; to 
make part-time continued education statutory up to eighteen; 
and to set up efficient arrangements for getting the school product 
into suitable employment. 

In the meanwhile, it should be made obligatory upon every 
Local Educational Authority to give every child in its area an 
effective choice between (a) whole-time education up to fifteen 
or (b) part-time education up to sixteen. 

Local Education Authorities should provide training for all 
unemployed boys and girls up to eighteen. The training should 
be connected with the work done in day-continuation schools, 
and an out-of-work allowance should be paid on the condition jof 
attendance. 

The work of placing young people in employment and of 
advising them on the choice of career should be entrusted to tjie 
Education Authorities, with the advice of the Ministry of 
Industry. ^ 

Special provision should be made for youths and young men 
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employed in blind-alley occupations. The residential and non- 
pesidential training centres already established experimentally 
should be increased in number, and their curriculum should be 
developed. .Special attention should be given to training for 
work on the land,* with a view both to Empire settlement and 
to agricultural revival at home. 

While the hours of work for adults have been generally 
reduced, there are many instances in which juvenile and adolescent 
workers are required to work for very long hours, sometimes 
reaching seventy or even eighty a week. The maximum work- 
ing week for workers under eighteen should be fixed by law at 
forty-eight hours; and to make this provision effective, juvenile 
employment should in general be prohibited after 6 p.m. 
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BOOK 5 

NATIONAL FINANCE 

Chapter XXVIII 
Currency and Banking 

Inflation and Deflation. — The disastrous effects on busi- 
ness both of inflation and of deflation are analysed and illustrated. 
In extreme cases no room for doubt exists as to the relationship 
of cause to effect. In the case of Great Britain the return to 
the gold standard at the pre-war parity has involved a strain, 
about the degree of which opinion differs. 

International Co-operation. — Failing improved methods of 
monetary control, the return of the world to a common gold 
basis may be expected to bring with it a recurrence of some- 
thing resembling the pre-war trade cycle. Having placed our 
currency once more on a gold basis, the limits are fairly narrow 
to what can prudently he done within the sphere of national 
policy. We attach, therefore, great importance to the Genoa 
project of international co-operation. The practice of consulta- 
tion betw'een the Governors of Central Banks should be con- 
tinued and extended. But more open methods should be 
emplo 3 ^ed, since an atmosphere of secrecy is in itself an obstacle 
to the creation of stability and of confidence. 

The Bank of England. — It should be jiart of the recog- 
nised duty of the Bank of England to regulate tj^p i«lume«&f 
credit with a view to the maintenance of steady trade conditions. 

The formal constitution of the Bank of England should be 
so modified as to emphasise further its character as a national 
institution. 

(i) The dividends to the shareholders of the Bank should 
be fixed permanently at their present figure. , 
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(ii) The Court of Directors should be reduced in size, 
and the method of appointment and qualifications of directors 
reconsidered. 

. (iii) The term of office of the Governor should be fixed 

• at five*years, .renewable for a further five years. 

(iv) Co-operation between the Treasury and the Bank of 
England should be expressly provided for in the inner 
management of the Bank. 

The Note Issue . — We share the general opinion that the 
currency note issue and the Bank of England note issue should 
be sooner or later amalgamated on a revised basis. This revised 
basis should expressly aim at immobilising as little gold as 
possible, and at rendering the maximum proportion of our stock 
available to meet an external straiji and other international 
emergencies. 

We recommend that there should be a public inquiry into the 
future regulation of the note issue, and that a change should only 
be made after the matter has been fully and publicly debated. 

Publicity . — There is need for greater publicity throughout the 
whole field of finance. Suggestions are made in this connec- 
tion as to the information that should he furnished both by the 
Bank of England and by the Joint Stock Banks. 


Chapter XXIX 

Reform of the National Accounts 

The present method of setting forth the Budget and the 
National Accounts is ill adapted for bringing to notice the degree 
of economy practised in the public service. 

The Budget is a purely cash account and permits no distinc- 
tion between capital items and current items, with the result 
that the Budget revenue in any given year can be manipulated 
OT a large scale to suit the book of the Chancellor of the Ex- 
chequer Tor"^he tiipe being. Illustrations are given of the scale 
on which items have been brought to account in the Budget which 
are not part of the revenue of the year. 

*A reform of the national accounts is necessary for intelligent 
criticism by the House- of Commons and to secure economy in 
the ’right places. 
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We therefore recommend that the Budget should be divided 
in future, into the Cash Account, the Income Account, and the 
Capital Account, as to which details are given in the text. 

The National Accounts should also afford particulars of our 
total expenditure on social services, showing, how far they are 
met out of taxes, how far out of rates, and how far from 
individual contributions. 

There should also be a reclassification of the leading headings 
of expenditure, and the existing distinction between Consolidated 
Fund Services and Supply Services should be revise^ 

With these reforms the House of Commons and the public 
would know exactly how we stand, which at present is difficult 
or impossible. 

It is probable that the true figure saved out of the current 
year’s revenue for the discharge of the dead-weight debt has been 
during the last two or three years less than nothing. 

Chapter XXX 

The Burden of National Taxation 

Taxation and National Economy . — A fifth of the national 
income passes every year through the hands of the State. The 
higher the level of taxation for Government expenditure, the 
more important does it become that there should be an atmo- 
sphere of informed criticism and of pressure towards economy. 
Nevertheless, an undiscriminating attitude towards all kinds of 
expenditure alike will do more harm than good. It is useless 
to talk vaguely about reducing expenditure without any clear idea 
in what direction reductions can be made. 

The principal field for immediate economies is in the vast 
expenditure upon defence. We conclude that in the case of our 
War Departments a substantial reduction of expenditure, possibly 
amounting to one-third, i.e. £40 millions, should be aim^d at, but 
in other directions the amount of practicable econom*/ is not likSy 
to be large. 

The Effects of Taxation upon Industry . — The handicaps 
which our system of direct taxation places on industry are suffi- 
ciently great to raise the standard of scrutiny which it is proper 
to apply to all proposal? for additional expenditure. But they 
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are not so great as to justify calling a halt in the development of 
^education, public health, and social reform. 

Education and Social Expenditure . — Even from the nar- 
rowest indpstrial standpoint, we have got good value for the 
public money expended on education and public health over the 
last fifty years. It would be a short-sighted policy to-day to 
cut it down or hold it rigidly in check. 

Moreover, social expenditure on the one hand and the 
graduated taxation of wealth on the other are the two com- 
ponent elements of a policy which goes far towards modifying 
the distribution of wealth. 

Approaching the subject from this angle, we hold that our 
system of national taxation is in the main well conceived. 


Chapter XXXI 

Reform of the Rating Systeai 

Our system of local rating is far more injurious to industry 
than our system of national taxation. Rates enter directly into 
the cost of production, they fall most heavily on industrially 
depressed areas, and they are based on the vicious principle that 
industries and businesses should contribute to local expenditure 
in proportion, not to profits made, but to the amount of fixed 
capital employed. Again, local rates are as.sessed inequitably as 
between individuals ; they fall far more heavily on the poor man 
than on the rich. 

Nearly half (45.4 per cent.) of the total sum raised by local 
rates is spent on Social Services, one-fifth (19.6 per cent.) on 
roads and bridges, and the remainder (35 per cent.) on Local 
Administrative Services. Reform must come by disentangling 
these three types of services and then redistributing the burdens 
they respectively impose. Under this head our proposals fall 
Msto twoi^aj^: 

(i) Immediate Reforms 

(a) The relief of the ablebodied poor should be trans- 
*fei*rfed from Local Authorities to the State and co-ordinated 
^ with the existing machinery for administering Unemploy- 
' ment Insurance. 
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(b) A substantial part of the expenditure on roads which 
is at present borne by Local Authorities should be trans- , 
f erred to an augmented Road Fund. 

(c) The present system of grants-in-aid, which, is in many 
respects highly advantageous, should be extended. 

Under these three heads, we anticipate that one-third of the 
present burden of local rates — say £55,000,000 a year in Great 
Britain — would be found sttitable, under one head or another, 
for transfer to the Central Exchequer. Steps should, of course, 
be taken to ensure that the relief thus gained should aWrue, not 
to the landlord, but to the occupier. 

(I'i) Further Reforms 

In addition to the above there are other reforms which should 
be undertaken : 

(a) An alleviation of the burdeti imposed by the present 
system of rating might be obtained by the rating of Site 
Values. 

(b) A reform long overdue is the reorganisation of 
rating areas. 

(c) So far as practicable, it is desirable to concentrate 
relief on industrial, agricultural, and business lands and- 
premises, and on working-class dwellings. With this end 
in view, the possibility of differentiating the administrative 
from the social services should be considered, with separate 
administrative and social rates, and gradu,ation of the latter 
in accordance with some test of capacity to pay. 

The rating system of this country is at present a jungle of 
anomalies, complications, and historical survivals. The system of 
national taxation is much more efficiently devised. We there- 
fore consider it better to give such relief as can be afforded to 
local rates rather than to national taxes. 
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High Court, funds in the hands of, 106 
High wages, importance of, 181 
Highways and bridges, expenditure 
on, out of rates, 438 
Holland, level of tariff, 55 ; agricultural 
population, 323 

Home Office, industrial functions, 221 
Hoover, Mr. H., 132, 222 
Horse-power, increase in United States, 
283 

Hospital and Medical services, expen- 
diture on, out of rates, 438 
Hours Convention, Washington'; see 
Washington Hours Convention. 


Hours of labour ; fall in, 16 ; regulation 
of, 167, 386 ff. ; worked by juveniles, 
387 ff. ; limitation of, 401 ff. 

House of Commons, and control of 
finance, 425 

Houses, new dwelling, cfected, iq 6 
Housing, 477 ; Local Authority under- 
takings, 68 ; shortage and mobility 
of labour, 147 ; inadequate, 297 ; 
and Town Planning, expenditure on, 
out of rates, 438 ; 

Housing Acts, 1921, 302 ; , and Public 
Works Loan Board, lozX 
Howard, Sir Ebenezer, 302'; 

Hoyle & Sons, Messrs. Joshua, 435 
Hull Dock undertaking, 60 
Hungary, level of tariff, 55 
Hydro-electric power, 342 

I 

Immigration, 8 

Imperial development ; see Empire, 
Imports, excess of, agricultural pro- 
clucts, 319, 320, 339-40 
Income, National, 14 ; analysis of, 
244 n. 

Income, real, per head, 14 
Income-tax, 432 ; and industry, 
428-30 

Incorporated Accountants ; see Ac- 
countants, Incorporated. 
Independent Labour Party, 189 
India, 4S0 ; percentage of world ex- 
ports, 25 ; level of tariff, 55 ; 
essentials for development of, 375 ; 
and preference, fiscal, 375 ; needs 
375* 37^ \ hoarding of wealth, 
375 

Individualism, xx ; versus Socialism, 
an obsolete issue, xx, 63, 456 ; 
advantages of, 64 ; disadvantciges 
of, 65 

Industrial and Provident Societies, 254 
Industrial and Proviclent Societies 
Acts, 70 

Industrial Conference, ^i<^224 ^ 

Industrial Council, National ; see 

National Industrial Council. 
Industrial Court, 177, 17?, 180 
Industrial Courts Act, 1919, 177 ♦ 

Industrial discontent, xvii, 142, 'ff., 
463 ; causes cf, 147 ff. 

Industrial disputes, 12, 143 ff., 171 ; cost 
of, 144 ; numbers and duration of, 
144 ; time lost per annum, 144 


494 



INDEX 


Industtial Disputes Investigation Act ; 

see “ Lemieux Act. 

Industrial fluctuations ; see Trade 
cycle. 

Industrial policy, aims of, xxiii 
Industrial Psychology, National In- 
stitute of, 132 

Industrial relations. Committee on, 
172 ; see also Whitley Committee. 
Industrial relations, Royal Commis- 
sion on, 1 71 

Industrial Revolution, 287 
Industrial system, defects of, xvii ; 
merits of, xvii 

Industrial Transference Board, 360 n. 
Industrial unions, 155 
Industrial unit, size of, 128 
Industries: sheltered, 17 ; unsheltered, 
17 ; organised, 151 ; value of net 
output, 318 ; rural, 337-8 ; in Ger- 
many, 338 

Industry and Trade, Committee on ; 

see Balfour Committee. 

Industry, Council of ; see Council of 
Industry, 

Industry : growth in south of England, 
294 ; and education, 379 ff. ; train- 
ing for, 397 ff. ; rural, 400 ; and 
national taxation, 428-30 
Industry, Ministry of, 131, 207, 214, 
• 468-yi ; establishment proposed, 
221 ; functions of, 223 ; and em- 
ployee share purchase, 257 
Inefficiency : remediable, 127 ; and 
dismissal, 233 

Inequality of ownership, 243 
Infantile mortality ; see Vital sta- 
tistics. 

Inflation, characteristics of, 409, 4S4 
Inheritance, 246, 473 ; and Liberal 
policy, 24O-7 

Inland waterways, 287, 31 1-4 ; condition 
of, 311 ; Departmental Committee 
on, 1920, 3i« ; France, 312, 313; 
Germany, 313 ; Belgium, 313, 314 ; 
I)roposals for development of, 314 
Mquiry, CdUrtm^, 178 
Institute of I^lic Administration, 
68 n. 

Inter-allied tiebt payments ; see 
Britain's international indebtedness. 
Interest, rate of, 187 ^ 

International Balance-sheet ; see 
Bajance of trade. % 

International Cartels, 459 


International I.abour Office, 168 

International policy and commerce, 47 

Investment Corporations, 258 fi. ; 
Board of Trade and, 259 ; regula- 
tion of, 259 

Investment : home, 19-20 ; overseas, 
10-20, 373, 374 ; popular, 253 ; see 
also Overseas investment and 
national savings. 

Iron and steel: percentage of U.K. 
exports, 23 ; prices, 33 ; world 
production, 33 ; consumption of, and 
new capital, 33, 34 ; and shipbuilding 
industry, 3.^ ; principal producing 
ebuntries, imports and exports of, 
35 

Iron and steel industry, 33 ; workers 
in, 9 ; in Great Britain, 34 ; and 
exports, 3^ ; and out-of-date plant, 
34 ; and currency fluctuation, 34 ; 
and surplus capacity, 34 ; freedom 
from disputes, T/J4 ; conciliation 
machinerv in, 161 ; unemployment, 
274 ; value of net output, 318 ; 
numbers employed, 319 
aly : percentage of world exports, 
25 ; level of tariff, 55 ; electrification, 
285, 308 : recent economic develop- 
ment, 285 ; docks and liarbours, 315 

j 

Japan, percentage of world exports, 25 

Joint Industrial Councils, 174 ff., 207, 
21 1, 223, 465, 469 ; and profit- 
sharing, 204 ; and management, 
209 ; Association of, 21 1 ; and com- 
pulsory powers, 2 1 1, 212 ; and pub- 
licity, 219 

Joint Stock Banks and publicity, 417 

Joint Stock Companies, 84 ff., 458 ; 
balance-sheet, reform of, 88 ; balance- 
sheet, dale of issue of, 88 ; directors, 
payments and salaries of, 89 ff. ; 
directors, position of, 91 ; Super- 
visory Council suggested, 92 ; reserves 
of, 107 

Jugo-Slavia, level of tariff, 55 

Justice, administration of ; see Ad- 
ministration of justice. 

Juvenile Education, Departmental 
Committee on ; see Lewis Committee. 

Juvenile Employment, Committees, 
396 ;• National Advisory Council 
lor, 397 
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Juvenile unemployment : centres, 382 ; 
treatment of, 382 

K 

Keens, Mr. Thomas, 434 
Kent County Council, and agricultural 
education, 400 

Kenya, British policy in, 378 
L 

Labour : proposed conditions of en- 
gagement, 239 ; juvenile, 380 ff. 
Labour Courts, in Germany, 234 
Labour Exchanges ; see Employment 
Exchanges. 

Labour Exchanges Act, 1909, 268, 384n, 
Labour, Ministry of, 206-7, 220, 286, 
396 ; and conciliation, 171 ; func- 
tions of, 176 ; proposed enlarge- 
ment, 221 ; and miners, 360; and 
training centres, 399 
Labour : mobility of, 44, 277 ; and 
housing, 147 ; effects on unemploy- 
ment, 297 

Labour-saving machinery, 192 
Laissez-faire, xxi 

Lancashire, report on roads in, 290 
Land and Housing Societies, 70^- 72 
Land and the Nation, 318, 326 
Land Banks, and Board of National 
Investment, 113 

Land Drainage, Report of Royal Com- 
mission, 335 

Land Inquiry Committee, report of, 

327 

Land policy. Liberal, 399 

Land values, increases in, 295-6, 302 

Lands Improvement Company, 330 

Lagne, Mr. J., 323-4 

Lawrence, General Sir Herbert, 34 ; 

on disadvantages of tariffs, 57 
Leadership, Industrial, 126 ff. 

League of Nations, estimates of world 
trade, 25 

Lee Conservancy Board, 70 
Lemieux Act, 216 
Letch worth, 302 
Level of wages, 18 

Lewis Committee (selling of coal), 135, 
356 ; (juvenile education), 390, 393 
Liberal Government, achievements of, 
268, 288, 293, 3x1 
Liberal Land policy, 324, 326 


Liberal legislation, effects of^ 149, 
166 ff., 275 

Liberal Party : and Land Tenure pro- 
posals, 333 ; and social reform, xxi 
Liberal point of view, xix 
Libraries, Public, 438 
Licensing Act,. 1921 ; see State 
Management Districts. 

Light Railway Acts, advances made, 
102 

Lignite : in Germany, 285, 343 
Lindsay, Mr. Kenneth, 395 n. 
Linlithgow Committee, 33 1-2 
Livelihood, security of, 148 
Liverpool, port of, 69 
Living, cost of ; see Cost of living. 
Living, standard of ; see Standard of 
living. 

Living wage ; see, Wage, living. 

Local Authorities : and limitations of 
profits, 68 ; expenditure by, 438 
Local Loans Fund, 101-2 
Local Loans Stock outstanding, 102 
Local rates, 433 ff. ; burden of unem- 
ployment, 276 ; on shipbuilding, 
434 ; on coal-mining, 435 ; and cost 
of production, 434, 436 ; inequality 
of, 436-7 ; and the working classes, 
436; and income-tax, 437 ; expendi- 
ture out of, 437 ff. ; increases in, 
since 1913, 433-4, 438 ; proposals fer 
reform, 440 ; readjustment between 
rates and taxes, 440; amount to be 
transferred to Exchequer, 444 
Lock-outs, illegal, 217 n. 

Lodz, level of wages, i8 
London and Home Counties, Joint 
Electricity Authority, 70 ; TraflBic 
Advisory Committee, 70 
London County Council, 301 ; and 
continued education, 384 
London General Omnibus Company, 
losses through traffic congestion, 291 
London, level of wages, 18 
London Midland and Scottish Rail- 
way, 256 

London transport syfj?.rr .*nd a publ^'3 
board, 82 

Lunacy, expenditure on, out of rates, 
438 

M 

Maegregor, Professor^D. H., 192 
Machinery V exports of, 23, 320 
“ McKenna " duties^ 51 
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McKefina, Right Hon. Reginald, and 
the regulation of the Note issue, 416 
Mackenzie, Sir William, 176, 178 
‘Macmillan Committee, 341 
Madrid, level of wages, 18 
Malcolm Comiiiittec, 380 
Maiitigement ; education for, 130; Insti- 
tute of, 132 

Managerial and technical staffs, 158, 
209 

Manchester Ship Canal Company, 68 
Manufactured goods, imports of, 21, 22 
Manufactures, exports of : Britain's 
share, 54 ; United States’ share, 54 ; 
Germany’s share, 54 ; France's share, 
54 

Manufactures, U.S. census of, 283 
Marketing, 133 fi. ; of agricultural 
produce, 292, 331-4 ; and motor 
transport, 332 ; need for organised, 
3^7 

Maternity and Child Welfare, expendi- 
ture on, out of rates, 438 
Matthews, Sir Herbert, 337 
Mental deficiency, expenditure on, 
out of rates, 438 
Merchanting system, 133 
Mersey Docks and Harbour Board, 68 
Metropolitan Asylums i^oard, 70 
Metropolitan Water Board, O9, 70, 
m 78 

Milan, level of w^ages, 18 
Milk, prices of, 33 
Mill, John Stuart, 246 
Miners’ Federation of Great Britain, 
344 

Miners' Welfare Fund, 354 
Mines Acts, xxi, 221 
Mineral Trans])ort, Standing Commit- 
tee of, 356 

Mines Department, Board of Trade, 
221, 286 

Mines (Working Facilities and Sup- 
port) Act, 19 *J 3 . 352 
Minimum wage, 466 ; universal, 190 ; 

see also Trade 13 oards. 

Miining Awii^iHon, recruitment of 
coal-miners, 30® , 

Mining Industry Act, 1920, 344, 354 
Mining Indus^y Act, 1926, 352, 354 
Minister of Mines, 354 
Minfefry joi Industry ; see Industry, 
Ministry of, • * 

Ministry of Labour ; see La\|pur, Minis- 
try of. 

32 


Ministry of Transport ; see Roads 
Department. 

Mint, Royal, 67 
Money, effects of war on, 10 
Money, Sir L. Chiozza, 285 
Monopolies, 459 ; causes of, 93 ; and 
publicity, 94 

Motor vehicles : increase in numbers, 
287 ; United States of America, 288 ; 
Canada, 288 
Muir, Ramsay, 159 
Municipal sale of coal, 358 
Munici])al trading and public con- 
cerns, 70 

Murrell, Mr. Frank, 212 


N 

Nations, League of ; League of 
Nations. 

National accounts, reform of the, 
418 ft., 4cV5 

National bonds, sale of, 258 
National Debt, interest on, 282 
National Development, Committee of, 
286, 316-7, 338 

National development, programme of, 
280 ft., 476-7 

National cconom}’ ; see Economy, 
national. 

National expenditure, analysis of, 427 
National Farmers’ Union, 331 
National Health Insurance, accumu- 
lated bonds, 106, 107 
National income, see Income, national. 
National Industrial Council, 224 
National Insurance Act, 191 1, 268, 275 
National Investment, Board of ; see 
Board of National Investment. 
National investment bonds ; see 
Board of National Investment, 
national investment bonds. 

National Liberal Federation, 206 ; 

and distribution of wealth, 247 n. 
National Mining Council, 354 
National savings ; see Savings, na- 
tional. 

National taxation : and economy, 
42O ; and national income, 426 ; 
and industry, 426 ; and the volume 
of saving, 432 

National Trust, work of, 304 
National Wages Board, coal industry, 
355 
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Nationalisation of coal-mines, Labour 
scheme, 3.^4, 346 ff. 

Nationalisation of industry and direct 
state trading, 76, 457 
Necessitous areas, 441 
Negotiating bodies : in industry, 207 ; 
neutral clement in, 208 ; in or- 
ganised industries, 213 
Neutral members : on Railway Wages 
Board, 164 ; on Trade Boards, 171 
New capital ; see Savings, national 
Nigeria, British policy in, 378 
Nimmo, Sir Adam, 344 
** Nominee directors, 88 
“ Normal family,** 190 
Norman, George, 416 
Norway, unemployment, 26S 
Note issues, amalgamation of, 415-6, 

4S5 

Nottingham resolutions, 206 
O 

Occupations : changes in industrial, 
9~io ; numbers employed m various 
industries, 319 
Office of Works, 67 
Official publications, price of, 124 
Oil : its challenge to coal, 8 ; increas- 
ing use of, 15 
Oil fuel, 342 
Old-age pensions, 16 
Open spaces, preservation of, 304 
Opportunity, worker's lack of, 148 
Organised industries : negotiating 

bodies in, 213 ; common problem 
of, 2T4 

Ottawa, level of wages, 18 
Output: restriction of, 1461!.; and 
efficiency, 195 ff. ; factory (United 
States), 283 ; increase in volume of, 
283 ; net (census of production), 
2S3 

Overcrowding, 299 

Overseas investment : and the balance 
of trade, 28 ; and national savings, 
iio-i, 113 

Ownership : joint, and Works Councils, 
238 ; popular, 243 ff. 

Ownership sharing, types of, 250 ff. 

P 

Paris, level of wages, 18 • 

Parks, public ; see Public parks. 


Parliamentary companies, and ‘Board 
of National Investment, 113 
Payment by results. 193 
Pembroke Dock, 315, 316 
Pensions, war, 282 
Perks, Sir Robert, 295 
Philadelphia, level of wages, 18 
'Pick, Mr. Frank, 291 
Piece-rates ; see Wages. 

Piece-work, 193 

Pit Committees, 344 , 

Pit-props, demand for, 33jr 
Idantation system, 377 
Poland : level of tariff, 55 ^ electricity, 
308 \ 

Police and police stations, expenditure 
on, out of rates, 438 
Poor Law : Royal Commission on, 268, 
392 ; breakdown of, 441 
Poor relief : and unemployment, 276-7 ; 
expenditure on, out of rates, 438 ; 
outdoor, transfer of cost to Ex- 
chequer, 441 

Population : increase in, 14, 282 ; 

density of, in Glasgow, 299 ; dis- 
tribution of, 304-5 ; distribution of, 
ill Belgium, 304-5 ; decrease in 
rural, 324, 325 

Port of London Authority, 68, 70 
Port Trusts, finance of, 315 
Post office, 67 •' 

Post Office Savings Bank, 105 ; develop- 
ment of, 1 12 ; deposits in, 254 
Post office services, capital resources 
raised for, loi 
Prague, level of wages, 18 
Preference, fiscal : to Dominions, 374, 
375 ; inapplicable to India and 
Crown Colonies, 375 
Preston, port of, 69 
Prices, of agricultural produce, 331 ff. 
IMnting trades, Joint Industrial Coun- 
cil, 173 

Private enterprise, advantages of, 
100 

Production, British, volume of, 14, 15 
Production, Census^;?? ^,,^283, 31#., 

462 reform, of, 124 
Productivity per hour, 17-18 
Profits, distribution of, 348 
Profit-shaiing, 198, 249, 466 ; extent 
of, 198; purposes of, 199.; results 
of, i99«ff. ; alleged failure of, 201 ; 
and wa/es, 201 ; conditions of, 
201 ff. 
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Promotion, and Works Councils, 237 
Property, distribution of, 242 
•Protection, 47 U., 51 ff. ; rejection of, 
46 

Psychology, industrial ; see Industrial 
■ ps^xhoiogy * 

Public Accounts, Select Committee of,* 

425 

Public Administration, 68 n. 

Public baths, expenditure on, out of 
rates, 438 

Public boards ; see Public concerns. 
Public concerns, 457~S ; existing : 
operated by the Central Government, 
67 ; operated by ad hoc bodies 
(national), 67 ; British Broadcasting 
Corporation, 67 ; Central Electricity 
Board, 67 ; Forestry Commission, 
67 ; operated by local authorities, 
67 ff. ; operated by ad hoc auth- 
orities (local), 68 ; dock and harbour 
undertakings, 08 ; water boards, 
etc., 69 ; public bodies in London, 

70 ff. ; companies under the Build- 
ing Societies Acts, 70 ; building 
societies, 70 ; companies under the 
Industrial and Provident Societies 
Acts, 70 ; co-operative wholesale 
and retail societies, 71 ; agricultural 

^ production and distributive societies, 

71 : Parliamentary companies, 73 fi. ; 
independent undertakings not run 
for profit, 74 fl. ; characteristics of, 
75 ; municipal trading through, 
favoured, 76 ; State trading through, 
opposed, 76 ; future of, 81-3 

Public corporations, 94 ff. ; distin- 
guished from public companies. 95 ; 
distinguished from private com- 
panies, 95 

Public improvements and land values, 

295 

Public libraries, expenditure on, 438 
Public parks, expenditure on, out of 
rates, 438 

Phblic services, essential, 207, 215, 
^470 ; stoppB^jP in, 215 ff. 

Public utility undc 4 rtakings ; see 
Gas undertakings ; see Electricity 
jindertakiiigs ; see Watey supply ; 
see irraii\ways. 

Public Works Loan B«jard, 102 ; and 
advances under the Electric Light- 
ing Acts, 102 ; and advances under 
the Light Raih^^ys Acts, 102 ; and 


Agricultural Credits Acts, 1923, 102 ; 
and Housing Acts, 102 ; and Town 
Planning Act, 102 ; and advances 
under the Tramways Acts, 103 
Publicity, 218, 435 ; need for, 187-8 
Publicity of accounts, 85 ff. 


0 

Quigley, Mr. Hugh, 308 


R 

Railways, 73, 287 ; charges and profits, 
73 ; and Railway Rates Tribunal, 
73 ; “ Standard Revenue,'* 73 ; and 
Board of National Investment, 113 ; 
trade unionism in, 152 ; concilia- 
tion machinery in, 164 ff. ; stop- 
pages on, 216 ; loss through traffic 
congestion, 291 ; vicinal, 305 
Railways Act, 1921, 73, 164 
Railways, and road transport : need 
for co-ordin<ition, 293 ; Parliamen- 
tary Committee, proposed, 293 
Railway Rates Tribunal, 73 
Railway traffic, statistics of, 15 
Railway Wages Board, Central, 164 
Railway Wages Board, National, 152, 
163, 216 ; neutral element in, 208 
Ramsgate Harbour, 69 
Rates, local, 487 ; proposals for relief 
of, 276 ; differentiation of, 447-8 ; 
graduation of, 447-8 ; importance 
of relief of, 449 
Rathbone, Miss Eleanor, 191 
Rating areas, 446 
Rating authorities, 445 
Rating of Land Values Bill, 1924, 445 
Rating of site values ; see Land values, 
rating of. 

Rating system ; see Local rates. 
Rationalisation, 128 
Raw materials, imports of, 21, 22 
Reclamation, 334 ff. ; in other coun- 
tries, 334 ff. ; acreage needing 
drainage, 335 

Redistribution of wealth, and social 
services, 431 

Regional authorities, proposals for, 301 
Relief of the poor, expenditure on, out 
of ra^es, 438 

Remuneration ; see Wages. 
Reparations, 28 
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Research, need of, Crown Colonies, 377 
Reserves, industrial, 248, 473 
Reserves of companies ; see Com- 
panies, reserves of. 

Restrictive practices, reasons for, 147 
Rhenish- Westphalian Coal Syndicate, 
^347 

Riga, level of wages, 18 
Risk, return to, 187 
Road Board, 2 88 

Road fund, 101, 441 ; administra- 
tion of, 289 ; receipts of, 293 ; 
effects of raid on, 296 
Roads, 287 ff., 42 1 ; classification, 

289 ; mileage, 289 ; condition of, 

289-90, 292-3 ; expenditure on, 

290 ; cost of congestion, 291 ; 
finance, 293-4 I construction of, in 
U.S.A., 294 ; policy of develop- 
ment, 2C)^ ; improvement of, and 
housing, 290-7 ; road policy and un- 
employment, 296-7 ; and Road 
fund, 441 ; transfer of cost of, to 
State, 442-3 

Roads Department, 67 
Rome, level of wages, 18 
Royal Commissions : on Canals and 
Inland Navigation, 311-2 ; on Coal 
industry (1919), see Sankey Com- 
mission ; on Coal industry (1925). 
see Samuel Commission ; on Coast 
Erosion and Afforestation, 336 ; on 
Land Drainage, report of, 335 
Royalties, coal -mining, 364 
Ruhr Coal Syndicate, 347 
Ruhr occupation, effects on employ- 
ment, 270 

Runciman, Rt. Hon. Walter, 246 
Rural Industries Bureau, 286 
Rural industry, 400 
Russia : percentage of world exports, 
25 ; unemployment, 268 


S 

Safeguarding of industries, 54 ff. 
Samuel Commission, 341, 344, 351, 
35f>. 

Sankey Commission, 341, 344, 351 
Saving, incentive to, 246 
Savings Bank, Post Office ; see Post 
Office Savings Bank. ^ 

Savings Banks, Trustee ; see Trustee 
Savings Banks. 


Savings Certificates, National, 246, 253, 
258 ; provision of interest for, 421 
Savings, investment of, 248 
Savings, national, 19, 460 ; existing 
machinery for investment, 108-9 ; 
criticism thereof, iii ; distribu- 
- tion between home and overseas, 
iio-i ; concentration of, 281 ; 
United States of America, 282 ; 
United Kingdom, estimate for igz\, 
283 ; ‘and national taxation, 432 
School age, raising of, 392 11. 

School leavers, numbers of; 380 
Schools, secondary, 394 ; ’admissions 
to. 380, 395 ; increase in, 394 ff. 
Scientific management, need for, 129 
Secrecy, evils of, 1 2 r-2 
Self-government, industrial, 206 
Sewage and refuse services, ex- 
penditure on, out of rates, 438 
Share purchase, employee, 256, 424 
Sharpness Dock undertaking, 69 
Sheltered " trades, 185, 19O 
Shipbuilding, 3 1 ; workers in, 9 ; 
foreign subsidies, 32 ; motor ships, 
construction of, 33 ; wages, 33 ; 
restrictive practices, 33 ; unemploy- 
ment in, 274 ; increased size of 
vessels, 314 ; programme of foreign 
countries, 314 

Shipping, effects of war on, 11 ; an^ 
the balance of trade, 27 
Shops Acts, xix, 167, 221, 388 n. 

Shop steward movement, 226 
Shortage of work and dismissal, 234 
Short time, cotton, 274 
Sickness, loss of working time due to, 

145 

Simon, Mr. E. D., 247 
Simon, Rt. Hon. Sir John, 445 
Simplification, 132 

Sinking fund, 105 ; and Board of 
National lnvc.stment, 114; and 
Colwyn Committee, 114 
Site values ; see Land values. 

Site values, rating of, 

Skilled workers, Trai*T*Onions of, 

Skill in relation’ to wages, 192 
Slum clearance, a policy, for, 300 
Slums, xvii ^ 

Small-holding Committees, 3 jo • • 
Small in^cstm^ts, encouragement of, 
254 ff- f 

Small investor, and Post Office 
Savings Bank, nc 
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Socialism, xx ; versus individualism, 
an obsolete issue, xx, 63, <^56 ; 

Socialism in our time," 189 
Social insurance, effects of, 149 
Social services, 1 6, 46 ; expenditure 
• on, 245 ; and the redistribution of 
wealth, 431 ; and Economy, 432 
Social Services Budget, 423 
South Africa, percentage of world 
exports, 25 

South Metropolitan Gas Company, 229 
South Wales ports and Great Western 
Railway, 69 

Southampton Dock undertaking, 69 
Southern Railway Company, and Dover 
Harbour, 69 
Spain, level of tariff, 55 
Special trades : coal, 30 ; shij)building, 
31 ; iron and steel, 33 ; cotton, 36 
Stamp, Sir Josiah, (>, 14, t 6, 183, 
244 n., 282 n. ; estimate of na- 
tional income, 283 
Standard of living, 17, 19 
Standard wage, 192 It., 466 
Standardisation, 1 32 
Standards, Bureau of (America), 132 
Staple trades, unemployment in, 23, 24 
State action, scope of, xviii 
State Management Districts, 67 
Stationery Office, 67 ; iind price of 
official publications, 124 
Statistics, 462 ; need for improvements 
of, 122 ; state of, 122 If. ; official 
material unused, 123-4 
Status, worker’s, 226 ft , ^73 
Steel industry, reform of, 129 
Stockholm, level of wages, 18 
Strikes, illegal, 21711. 

Sugar beet traffic, effect on roads, 293 
Super-tax, 432 

Supervisory Council, Joint Stock com- 
panies, 91, 4sH ; suggested institu- 
tion of, 91 ; and representation of 
shareholders, 92 ; and representa- 
tion of workers, 92 
Supply se rvice s, 425 

^ Surplus and the iron and 

steel industry, 33 i 
Surplus workers, coal industry, 35S ff. 
" Sweating,'^ prevention of, 169 ff. 
5 \Medcn : j^crccntage of world exports, 
25 ; level of tajiff, 55 ; Works 
Gouncils in, 23<r^ electrification, 

2-85 \ 

SvvHzerland : pi^^rcent^ge of world 


exports, 25 ; level of tariff, 55 ; 
electrification, 285 ; electricity, 308 
System, industrial, complaints against, 
148 ; future of, 150 

T 

Tariff reform ; see l^olcction. 

Teiriffs, 8, 48 ff. ; level of, in various 
countries, 55 

Taxation, national, 426 ff., 4S6 ; and 
social exyienditure, 430-1 ; and re- 
distribution of wealth, 431 
Taxation of land values ; see Land 
values. 

Taxatif'U, progressive, 245, 4yj 
Taylor, Messrs. J. T., and J., 250 
" Team spirit," m industry, 227 
Technical staffs, 209 
Telephones, in rural areas, 333 
Tenure, security of, 327-9 
Thames Conservancy, 70 
" Third party " in industry, 158 
Thrift, encouragement of, 246 
Time rates ; see Wages. 

'i'omaloes, prices of, 332 
Tort, Trade Unions and, 217 
Town l^lanning Acts, 304 ; Public 
Works Loan Board and, 102 
Toivns and the Land, 301, 445 
Towns, planning of, 303 
Trade associations, 93 ff., 221, 460 ) 
defined, 98 ; power to enforce rules, 
99 ; and Council of Industry, 224 
Trade balance ; sec Balance of trade 
Trade Board Acts, xxi, 1O9 ff. 

Trade, Board of, and public corpora- 
tions, 95 ; and monopolies, 96 ; 
and trade associations, 98 ; and 
business statistics, 122 ; and con- 
ciliation, 171 ; and investment cor- 
porations, 259 

Trade, Board of. Mines Department, 
221, 286 

Trade boards, 169, 189, 207, 220, 

223, ^65 ; enforceability of rates, 
901, 210; list of, 170 n.; develop- 
ment of system, 170 ; neutral 
element in, 208 ; extension of, 2H 
Trade cycle, 411, 484 ; and unemploy- 
ment, 272 ; and Federal Reserve 
Board ])olicy, 41 1 
Trade depression, post-war, 12, 13 
Trad# disputes; see Industrial dis- 
putes. 
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Trade Disputes Act, 1906, 217 
Trade Disputes, etc.. Act, 1927, 217 n. 
Trade, Empire ; se& Empire trade. 
Trade, export, international compari- 
sons, 25 

Trade, external, distribution of, 368 
Trade Facilities Acts, 103, 286, 295 
Trade, foreign, changes in, 21 if., 454 
Trade, international, 9, it, 25; es- 
sential conditions of, 47 If. 

Trade, restraint of, 159 
Trade Union Congress, and coal in- 
dustry, 344 

Trade union law, 159 ; proposed Com- 
mission on, 217 

Trade Unions, 7, 16, 151 ff., 464, 

466 ; membership of, 153-4 » 
solidation in, 154 ; revenue of, 155 ; 
expenditure of, 157 ; powers of, 
157 I legal position, 159 ; growth 
of, 184 ; and efficiency, 185 ft. ; and 
essential services, 217; and factory 
organisation, 226 

Traffic Advisory Board, London and 
Homo Counties, 70 
Traffic census, results of, 28S 
Training centres, unemployment, 399 
Training, juvenile, 383 
Tramway Acts, advances under, 102 
Tramway undertakings, by local 
authorities, 68 ; companies, 73 
Transference of workers, 44 
Transport, 287 ff. 

Transport, disputes in, 144 
Transport, Ministry of, 286 
Transport, road, effects of, 15 
Transport services, unemployment in, 
274 

Treasury, capital expenditure financed 
through, 10 1 

Treasury Note issue ; see Note issues. 
Trustee Acts, 104, 373-4 
Trustee loans, overseas, 104, 373-4 
Trustee savings banks, deposits in, 105, 

254 

Trusts, 93 ff., 459 

Trusts, Committee on ; see Committee 
on Trusts. 

Trusts Tribunal, 96 ; and monopolies, 
96 ; and Public Corporations, 96 
Tuberculosis, death-rates ; see Vital 
statistics. 

Tuberculosis, expenditure on, out of 
rates, 438 • 

Tyne Improvement Commission, 68 


U 

Underground railways, effects on ^ 
land values, 295 

Unemployment, xvii, 267 ff., 475: in 
export industries, 23 ; •geographical 
. distribution, 24 ; loss of working- 
time due to, 145 ; worker’s attitude 
towards, 148 ; effects of, 267 ; 
foreign countries, 268 ; extent of, 

270 ft. ; and poor relief, 271 ; types 
of, 271 ; seasonal, 272-3 ; the un- 
employable, 273-4 ; abnormal, 274 ; 
unemployability, 274 ; in various 
industries, 274; mining industry, 

274 ; benefit paid, 277 ; an oppor- 
tunity for reconstruction, 284 ; 
reduced by better housing, 297 ; 
agriculture and, 321 ff. ; juvenile, 

381 ft., 482 

Unemployment insurance, 15, 176, 

275 ff. ; statistics, classes excluded* 

271 ; system, criticisms of, 277 ; in 
Germany, 277-8 

Unemployment Insurance Acts, 220, 

382 ; standard benefit, conditions 
of obtaining, 278 ; extended benefit, 
conditions of obtaining, 278 ; Act 
of 1927, changes effected by, 278 ; 
278 n., 279 ; alternative employ- 
ment, 278-9 ; occupational mobility*^ 
and, 278-9 ; benefit, statutory con- 
ditions of, 278-9 

Unemployment Insurance Fund, 106, 
275 ; contributions to, 277 
Unemployment, National Insurance 
Act, 1911, 275 

United Kingdom, percentage of world 
exports, 25 ; level of tariff, 55 
United States, 15 ; industrial progress 
of, 8 ; percentage of world exports, 
25 ; factory output per head, 39 ; 
real wages, 39 ; as Free Trade area, 
50 ; manufactures, 'lexports, 54 ; 
level of tariff, 55 ; piece-work in, 
194 ; unemployment, 268 ; rate of 
savings, 282; cen^i^' 'J a manufac-^ 
tures, I925, 283 ; factory output 
per head, 7,83 ; increase in horse- 
power, 28^3; highways,^ 291-2 ; cx^- 
penditurc on roads, 294 ; elcctrifify, 
308 ; export trade, 369 ;* 'emigra- 
tion, 371: 

Universities #and business, 130 
Utilisation of coal, improvement of, 358 
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V 

VaWer scheme, 252 

^an boys, etc.. Committee on employ- 
ment of, 387 

Venereal diseases, expenditure on, out 
of rates, 438 

Vibart, Mr. H. H. R., 192 n. 

Vickers, chairman of ; see Lawrence, 
General Sir Herbert. 

Victorian age, •12 7 ; characteristics of, 
5-6 

Vienna, level of wages, i8 '' 

Vital statistics ! town and country', 
298 ; London boroughs, 29S-9 ; 
Glasgow, 299 

W 

Wage-earners : economic position of, 
15 ; proportion in trade unions, 153 
Wage pools, 19 1 

Wage rates : skilled, 17 ; unskilled, 17 ; 
determination of, 168 ff. ; minimum, 
169, 212 ; adjustment of, 103 
Wage : reductions, rejections of, 46 ; 
system, elements of a sound, 188; 
living, 189 ; minimum, 189 
Wages : comparative, xviii ; compara- 
tive levels of real in Britain, 6 ; in 
••►.1925, 15 ; prf portion of national 
income paid in, 15 ; international 
comparisons of relative, 18 ; real, 77 ; 
and demand, 182 ; and f>rofits, 
182 ff, ; growth of, 183; and effi- 
ciency, 185 ; standard, 192 ; time- 
‘and piece-rates, 193 ; and foreign 
competition, 197 
Wakefield, Gibbon, 371 
War : economic tendencies preceding, 
8-9 ; effects of, 8-10 ; industrial 
effects of, 9 ff . ; consequences of, 269 
Washington (Hours) Convention, 167, 

401 a. 

Water boards, 69 
Water companies, 73 


Water supply : local authority, 68 ; 
companies, 73 ; expenditure on, out 
of rates, 438 

Wealth : national, 14 ; growth of, 

282-^ 

Webb, Kt. Hon. Sidney, 228 
Welfare work, and Works Councils, 237 
Welwyn, 302 

Whitley, Rt. Hon. J. H., 172 
Whitley Committee, 210 ; and AV'orks 
Councils, 231 

Whitley Councils; see Joint Industrial 
Councils. 

Whitleyism, 172 ff., 465, 46^ ; suc- 
cesses and failures, 174 
Widows, Orphans and Old Age (Con- 
tributoi'y) Pensions Act, 1925, Equal- 
isation Fund, 106 

Women and children, limitation of 
hours, 167 

Wool, percentage of U.K. exports. 23 
Worker, liuman needs of, 188 ; status 
of, 226 ff. 

Workei-s: and control, 228; juvenile, 
380 ff. 

Workmen’s Compensation Acts, 221 
Workmen directors, 228 ff. 

Works Councils, 230 ff., 472 ; forms 
of, 230 ff. ; in Germany, 230, 
statutory, 231 ff. ; and publicity, 
235 ; and agreed rules, 238 
World Economic Conference (Geneva, 
1927), 25, 49, 320, 321 ; resolu- 
tions of, ^9, 50; and freer trade, 49, 
50 : report of, and British com- 
niercial policy, 51 
World export trade, 25, 54 
World Power Conference, 1925, 342 

Y 

Young person, dehnition of, 388 11. 

Z 

Zuyder Zee, reclamation of, 33*1, 335, 
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Trade Disputes Act, 1906, 217 
Trade Disputes, etc., Act, 1027. -^7 
Trade. Empire ; sre Empire trade. 
Trade, export, international coinpan- 
sons, 25 

Trade, extemal, distribution of, 3bS 
Trade Facilities Acts. 103, 2S6. 295 
Trade, foreign, changes in. 21 d., 454 
Trade, international, 9, 11, 25; es- 
sential conditions of, 47 
Trade, restraint of, 159 
Trade Union Congress, and coal in- 
dustry, 3^4 

Trade umou law. 159 ; proposed C <nn- 
niission on, 217 

Trade Unions. 7. 16, 15 1 tf , 

466: membership of, I 53‘4 » 
solidation in, 154 ; revenue of, i 55 ; 
expenditure of, 157 i powers of, 
157 ; legal position, 150 : growth 
of, 184 ; and ehiciency, i<S5 ft ; and 
essential services, 217; and factory 
organisation, 226 

Traflic Advisoi-)' Board, London and 
Horne Counties, 70 
1 raffic census, results of, 28S 
Training centres, unempluyment, 309 
Training, juvenile, 3S3 
Tramway Ads, advances under. 102 
Tramway iindcrtakings, by local 
authorities. ; companies. 73 
Transference of workers, 44 
Transport, 287 ff. 

Transport, disjiutes in, 144 
Trans]>ort, Ministry of, 289 
Transport, road, effects of, 15 
Transport services, unemployment in, 
2/4 

Treasury, capital expenditure financ<‘d 
through, 101 

Trca.sury Nfilc issue ; see Note issues. 
Trustee Acts. lo.p 373-4 
Trustee loans, overseas, 104, 373 4 
Trustee savings b.anks, dejKJSits in, 105, 

254 

Trusts, 03 ff., 4^0 

Trusts, ComrniUec on ; sec Committee 
on Trusts. 

Trusts d'ribunal, 90 ; and monopolies, 
96 ; and Public Corporations, 9(> 
Tuberculosis, death-rates; Vital 

statistics. 

Tuberculosis, expenditure on, out of 
rates, 438 % 

Tyne Improvement Commission, 08 


U 

Underground railways, effects 4 
land values, 295 

Uncmploynierit, xvii, 26711., . 

export indiistrit^, 23 : ^goograpfiical 
^ ilistributicm, 24 ; lo.ss of woi kmi.'^ 
time due t< , 145 ; worker’s atiuude 
towards, 14S elft.'cfs of, ^ 

foreign fountnes, 208 ; extent U] 

270 If. ; an i poor relief, 271 ; tyjHs 
of, 271 ; seasonal, 272-3 ; the ua- 
enifiloyable. 273 4 ; abnormal, 271 ; 
iinemplo\'abihtv, 274 ; lu vanoii:. 
industries, 274 ; luimug induslrv, 

274 ; benefiL paid, 277 ; an oppor- 
tunity for recoust ructif)!!, 284 ; 
lediKed b\ better housing, 2fi7 . 
agriculture and, 321 ff. ; juvenile, 

381 If , 482 

Unemjiloyment insurance, is, 176, 

275 ff. ; statistiCvS, classes exunded, 

271 : s\ stein, criticisms of. 277 ; in 
< Germany, 277-8 

Uruinploymenl Insurance Acts, 220, 

382 ; .staufiard bentdit, cnmlitions 
of obtaining. 278 ; extended bcrudit, 
conditions of obtaining, 278 ; Act 
of 1927, changes cllected b> , 27s; 
278 n,, 279 , alternntiv'e emplov-^ 
immt, 2 78 9 ; occupational inobdify 
and, 278--9; Inmelit, statutory con- 
ditions of, 278 9 

UrK'injdoymenl Insurance Fund, 100, 
275 ; contributions to. 277 
UruTiijdoynicnt, National Insurance 
Act. 1911. 275 

ITiited ivingdom, percentage of world 
exports, 25 ; !ev(d of tariff, 53 
luted Slates, 13 ; industrial jirogrcss 
of, 8 ; percentage of world exports, 
23: fai tory output per head, 30: 
r< al wages, 39 ; as I'rec Tratle area, 
30 ; manufactures, Isxport.s, 54 ; 
level of tariff, 33 ; piece-work in, 
194 ; unemployment, 26^* rate of^ 
savings, 282 ; manufac- 

tures. J</23. 2^83 ; factory output 
j<er licad, '183 ; increiisc in horse- 
power. 28^ ; highways, 291 --2 ; e:> 
penditurc on roads, 294 ; clectrii'ily, 
308 ; export ^ ade, 369 ; •emigra- 
tion, 37 rT 37-^*^ * 

hiiver.sitiesAiiid busine.ss, 130 
Utilisation of imjirovement of, 35 ^ 
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V 

VaMer scheme, 252 

^an boys, etc., Committee on employ- 
ment oi, 3S7 

Venereal diseases, expenditure on, out 
of rates, 438 

Vibart, Mr. H. H. R., 192 n. 

Vickers, chairman of ; see Lawrence, 
General Sir Herbert. 

Victorian age, •12 7 ; characteristics of, 
5-b 

Vienna, level of wages, 18 
Vital statistics : town and country', 
298 ; London boroughs, 29S-9 ; 
Glasgow, 299 

W 

Wage-earners : economic position of. 

15 : proportion in trade unions, 153 
Wage pools, 19 1 

Wage rates: skilled, 17 ; unskilled, 17 ; 
determination of, 168 ff. ; minimum, 
1G9, 212 ; adjustment of, 193 
Wage : reductions, rejections of, 46 ; 
system, elements of a sound, 188; 
living, 189 ; minimum, 189 
Wages : comparative, xviii ; compara- 
tive levels of real in Britain, 6 ; in 
•^1925, 15; proportion of national 
income paid in, 15 ; international 
comparisons of relative, 18 ; real, 77 ; 
and demand, 182 ; and profits, 
182 ff. ; growth of, 183; and effi- 
ciency, 185; standard, 192; time- 
‘and piece-rates, 193 ; and foreign 
competition, 197 
Wakefield, Gibbon, 371 
War : economic tendencies preceding, 
8-9 ; effects of, S~io ; industrial 
effects of, 9 ff. ; consequences of, 269 
Washington (Hours) Convention, 167, 
401 ft. 

Water boards, O9 
Water companies, 73 


Water supply : local authority, 68 ; 
companies, 73 ; expenditure on, out 
of rates, 438 

Wealth : national, 14 ; growth of, 
282 *3 

Webb, Kt. Hon, Sidney, 228 
Welfare work, and Works Councils, 237 
Welwyn, 302 

Whitley, Rt. Hon. J. H.. 172 
Whitley Committee, 210 ; and Works 
Councils, 231 

Whitley Councils; see Joint Industrial 
Councils. 

Whitleyism, 172 ff., 465, 469 ; suc- 
cesses and failures, 174 
Widows, Orphans and Old Ago (Con- 
tributory) Pensions Act, 1925, Equal- 
isation Fund, 106 

Women and children, limitation of 
hours, 167 

Wool, percentage of U.K. exports, 25 
Worker, human needs of, 188 ; status 
of, 226 ff. 

Workers: and control, 228; juvenile, 
380 ff. 

Workmen's Compensation Acts, 221 
W'orkmen directors, 228 if. 

Works Councils, 230 ff., 472 ; forms 
of, 230 ff.; in Germany, 230, 
statutory, 231 ff. ; and publicity, 
235 ; and agreed rules, 238 
World Economic Conference (Geneva, 
1027), 25, 49, 320, 321 ; resolu- 
tions of, 50 ; and freer trade, 49, 
50 ; report of, and British com- 
mercial policy, 51 
World export Hade, 25, 54 
World Power Conference, 1925, 342 

Y 

Young person, definition of, 388 n. 

Z 

ZuyJer Zee, reclamation of, 334, 335 
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